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ABSTRACT
The last two decades have seen a significant increase 
in the number and size of multinational corporations and a 
growing global investment environment. Linked to that 
growth has been a call for standards that produce accounting 
information that is capable of crossing national boundaries.
One of the groups of professional elites that have 
addressed the call for harmonized international accounting 
standards is the International Accounting Standards 
Committee (IASC). The IASC objective (IASC 1988, 1) states 
that it will "work generally for the improvement and 
harmonization of regulations, accounting standards and 
procedures . . . 11 To address such a goal, the IASC has had 
to deal with a number of ethnocentric elements, which are 
generally considered to act as potential barriers to the 
harmonization process. Culture is a common referent in the 
literature as one of these potential barriers.
This research investigates the link between culture 
and attitudes toward the harmonization efforts of the IASC. 
The concept of culture was defined using the four 
work-environment cultural dimensions developed by Hofstede 
(1980). The attitudes toward harmonization efforts was 
operationalized by responding to general and specific
ix
statements related to the IASC Comparability Project—  
Exposure Draft 32. Accounting professionals working in the 
overseas offices of Big Six accounting firms were used to 
examine the culture/international harmonization link.
The results of the t-tests indicate partial support 
for the link between Hofstede's cultural dimensions and both 
general and specific attitudes toward the IASC's 
Comparability Project. Two of the four cultural dimensions 
(i.e., uncertainty avoidance and individualism) offer a 
stronger conceptual link concerning the general topic of 
harmonization attitudes. The results tended to verify this 
conceptual tie. An additional analysis using logistic and 
profit regression lends additional support for Hofstede's 
contention that the dimensions are measures of group values 
(i.e., national culture) rather than individual values.
x
CHAPTER ONE
OVERVIEW OF THE STUDY
This research study examines the relationship between 
cultural factors and accountants' attitudes towafd 
international harmonization of financial accounting 
guidelines.1 Cross-cultural differences have been examined 
in a number of fields, including anthropology, critical 
theory, psychology, sociology, and business management. 
Within the accounting context, however, culture and cultural 
differences have rarely been the explicit focus of 
research— although there are exceptions (e.g., Frank 1979, 
Birnberg and Snodgrass 1988, Soeters and Schreuder 1988, 
Karnes et al. 1989, Frucot and Shearon 1991). This study 
will add to this line of research by empirically examining 
the relationship between particular cultural variables and 
accountants' beliefs concerning proposed international 
harmonization efforts.
This subject is of interest primarily for two reasons. 
First, prior studies have stressed the need for a better 
understanding of cross-cultural similarities and differences
harmonization is "the., process of increasing the 
compatibility of accounting practices by setting bounds to 
their degree of variation." (Nobes and Parker 1981, 329)
prior to policy choices with respect to international 
accounting harmonization efforts (e.g., Choi 1981; Turner 
1983; Choi and Mueller 1985; Arpan and Radebaugh 1985). A 
second and somewhat different goal of this study is to 
contribute to understanding the effect of culture on the 
work values and attitudes of accountants. The study may 
thus be of interest as a contribution to a richer 
description of the values and rationalities that underlie 
accounting practices across different cultures.
Operationally, data with respect to cultural 
influences was gathered through a self-report questionnaire 
from accountants working in the international offices of 
large accounting firms in eight countries. This 
questionnaire is a modified form of similar instruments 
deployed successfully in earlier research (Hofstede 1984, 
Hofstede and Bond 1984, Birnberg and Snodgrass 1988, 
Shackleton and Ali 1990). The questionnaire gathered (1) 
demographic information, (2) cultural data, and (3) 
attitudes toward international harmonization efforts. For 
the purposes of this study, harmonization efforts was 
operationalized through attending to certain significant 
claims advanced in the report of the International 
Accounting Standards Committee Comparability Project (E32). 
The a priori expectation was that the results of this study 
would reveal diverse and culturally specific attitudes and
beliefs that suggest significant questions of relevance to 
the current attempts to harmonize standards internationally.
Background
Accounting and the International Environment
The last two decades have seen a significant increase 
in the number and size of multinational corporations and a 
growing global investment picture associated with them.2 
This in turn led to a call for accounting information that 
is capable of crossing national boundaries. Current 
accounting principles and practices have developed at the 
national level and thus reflect nationalistic influences 
inherent within each country. Cross-border financing 
accentuates diversity in accounting among countries whenever 
the borrower's financial statements are presented using 
concepts which differ from those established in the lender's 
country.
A number of organized groups of elites have addressed 
the call to harmonize international accounting standards.
One such group, the International Accounting Standards 
Committee (IASC) was formed in 1973 by professional
2In excerpts from a recent speech Lochner (1991, 108) 
referred to this growth: "In 1975, transactions in U.S.
securities by foreign investors and transactions in foreign 
securities by U.S. investors were estimated to have 
aggregated about $66 billion. By 1989, this figure had 
increased more than 80 times to a staggering $5.4 trillion." 
Moulin and Solomon (1989) pointed out that over 500 
companies' stock is actively traded in more than one 
country.
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accounting organizations representing nine countries.3 The 
IASC has emerged as the leading organization in addressing 
the global harmonization of international accounting 
standards. As of the end of 1991, the IASC has issued 31 
International Accounting Standards (IAS) for the 
presentation of audited financial statements. Member 
organizations of the IASC promote the adoption of IASC 
standards in their respective countries. There has been, 
however, considerable diversity in the acceptance levels of 
the current IAS across countries. Cultural factors may help 
explain that diversity among members who nevertheless share 
a desire for harmonization.
The last two decades have seen an emerging interest in 
the harmonization process. However, problems with the 
promotion and adoption of harmonized standards have 
continued partly because of the lack of coordination among 
these overlapping jurisdictions and, in most cases, because 
of the absence of enforcement powers (Wallace 1990).
IASC and Exposure Draft 32
In 1973, the stated objectives of the IASC were to:
1. formulate and publish in the public interest 
accounting standards to be observed in the 
presentation of financial statements and to 
promote their worldwide acceptance and 
observance; and
3The original IASC was formed from professional 
organizations from Australia, Canada, France, Germany, 
Japan, Mexico, the Netherlands, the United Kingdom and 
Ireland (jointly), and the United States.
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2. work generally for the improvement and 
harmonization of regulations, accounting 
standards and procedures relating to the 
presentation of financial statements.
(IASC 1988, 1)
Although all of the work of the IASC has been directed 
toward these goals, the progress made toward harmonization 
has been slow. Generally, this lack of progress in 
harmonization efforts has been attributed to three factors: 
(1) the alternative methods and procedures allowed by the 
International Accounting Standards, (2) the IASC's lack of 
enforcement power concerning the IAS, and (3) the fact that 
diverse cultural backgrounds have resulted in extant 
differences in accounting standards between nations.
Exposure Draft 32 (E32) of the IASC, issued in 1989, 
is directed toward addressing the harmonization deficiencies 
that result from the first factor above. The stated purpose 
of E32 (IASC 1989, 6) is 11. . .to set out proposals for the 
removal of free choices of accounting treatments presently 
permitted in International Accounting Standards." The 
stated purpose sounds as though E3 2 is attempting to promote 
a more stringent uniformity, rather than harmonization. 
However, the actual proposals contained in E32 limit free 
choices rather than remove them.
Exposure Draft 32 uses the term "comparability" to 
refer to the movement away from previously allowed free 
choice of alternatives within the IAS (Gernon et al 1990). 
E32 proposes to revise twelve of the existing 25 IAS's
issued prior to the exposure draft. In July, 1990, the IASC 
issued Statement of Intent - Comparability of Financial 
Statements. an update of E32.
Through E32, the IASC (1989, 7) also recognized that:
The willingness of national standard-setting bodies 
to remove free choices in national accounting 
standards and conform those standards at an 
international level is crucial to the success of 
the Board's aim of facilitating the preparation of 
internationally comparable financial statements.
From a political power point of view, this may be 
difficult to achieve. While national standard-setting 
bodies may support harmonization of international rules at 
the conceptual level, they may not be willing to sacrifice 
their power to achieve it. In essence, they may want other 
countries to adopt their methods for harmonization purposes 
but may not be willing to adopt another standard-setting 
body's methods for the sake of harmonization. Viewed in 
this context, harmonization becomes a political power 
struggle by opposing bodies attempting to impose their 
methods on other standard-setting bodies. The study of 
cultural differences has the potential benefit of 
understanding ways to achieve harmonization through a merger 
of views rather than have an imposition of methods.
Benefits of Harmonization
A number of possible benefits from harmonization 
efforts have been offered. They generally fall into one of 
three categories: (1) increased comparability of financial
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data across countries, (2) more readily available accounting 
methods for developing countries, and (3) cost savings. 
Ceteris paribus, investors (i.e., both international 
companies and individual investors) benefit from 
harmonization if the benefits of increasing the 
comparability of financial accounting data across countries 
outweigh the costs. Several accounting studies (Carey 
1970, Gaertner and Rueschhoff 1980, Gray et al. 1981, Thomas 
1983, Turner 1983, McKinnon and Janell 1984, Evans et al. 
1985, Samuels and Piper 1985, Rivera 1989, IASC 1989) have 
concluded that market forces have been insufficient to 
produce adequate accounting information concerning 
multinational enterprises. If that is the case, harmonized 
financial data could lead to improved allocation of global 
financial resources. The benefit of harmonization also 
addresses the problem of exploitation by multinational 
corporations of the diversity across national accounting 
principles.4 One of the assumed benefits produced by the 
harmonization process should be the diminishing (and 
eventual removal) of this problem (Taylor and Turley 1986).
A second result of harmonization is the development of 
accounting methods assessable for adoption by developing 
countries. Accounting principles prescribed by global 
organizations or developed countries can act as benchmarks
“Transfer pricing can be used to minimize income, and 
income taxes, in countries with high taxes while maximizing 
income in countries with low tax rates.
or guidelines for less-developed countries attempting to 
institute financial reporting codes and practices. However, 
this second espoused benefit may have more of the 
characteristics of imposition of standards rather than 
harmonization of standards.
A third benefit is directed toward the accounting 
profession. The process of harmonization should lessen the 
burden of financial accounting, thus reducing accountants' 
time and effort. Simplification of the process of 
international financial accounting through harmonization 
could lead to a decrease in the time required for auditing, 
for regulatory provisions, and in the costs associated with 
both. A related benefit concerns the increased ease of 
mobility of accountants within the global employment market 
(Turner 1983; McKinnon and Janell 1984; Arpan and Radebaugh 
1985; Samuels and Piper 1985; IASC, 1989).
Opposition to Harmonization
The major efforts toward harmonization of 
international practices have been fostered by international 
groups, such as the IASC. However, there are many critical 
arguments that can be raised against harmonization.
Countries without well-developed capital markets may 
question the need for harmonized reporting standards and 
disclosures. For small firms whose business activity is 
contained within national boundaries, there may be no demand 
for financial statements that will be read by individuals
outside their domain. Thus, they perceive little benefit to 
comparability across national boundaries. However, as firms 
grow and extend beyond national boundaries, the desire for 
harmonized reporting emerges. Nonetheless, opponents of 
harmonization efforts believe that the supply and demand 
forces within each environment (i.e., each country) will 
produce what is needed by financial statement users (Jaggi 
1975; Gray et al. 1981; Rivera 1989).
Although the international accounting literature 
indicates broad general support for harmonization efforts, 
there are major problems related to the enforcement of such 
standards. With the exception of the European Economic 
Community (EEC), or Common Market,5 organizations involved 
with harmonization do not possess enforcement powers, and 
must rely upon their member organizations to promote and 
secure the adoption of harmonized standards (Fitzgerald 
1981, Arpan and Radebaugh 1985; Evans et al. 1985). Meek 
(1983, 118), however, states that such enforcement would not 
be necessary if harmonization is deemed cost beneficial by 
the international business community.
Efforts to increase harmonization have been criticized 
as representing only a general consensus of the
S|,Harmonization is achieved through the development of 
EEC legislation, which is binding on the member states. 
Normally legislation is implemented through a directive, 
which, when adopted by the EEC Council of Ministers, 
individual countries are under obligation to introduce into 
national legislation.” (Turley and Taylor 1986, 145)
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organizations' members. This criticism is based on the
premise that most IAS allow multiple alternatives. Fleming
(1991, 101) in an interview with Arthur Wyatt, Chairman of
the IASC, discusses this problem:
According to Wyatt, 75% of the 14 voting members of the 
board must agree before the IASC can issue a statement. 
Wyatt says it's often difficult to get the required 
vote, particularly since members come from different 
cultures and legal systems. In the past, to avoid 
problems, most IASC statements would have two acceptable 
alternatives. . . . Wyatt maintains it's "not much of 
a standard if you have two alternatives, but it's better 
than having six.1
This research will examine the broad harmonization 
issue, as well as specific harmonization topics. For 
example, while one might agree with the concept of 
harmonization, a willingness to abandon LIFO to promote 
harmonization may be a different issue.
Others question whether significant gains can be 
realized in harmonization efforts. This belief is primarily 
due to the diverse environments (i.e., political, economic, 
and cultural) in which accounting practices have developed 
(Holtzblatt and Fox 1983; Thomas 1983; Turner 1983; Rivera 
1989). McKinnon (1985) stresses that enforced conformity 
without consideration for cultural aspects may result in an 
insufficient and inefficient system of information.
Choi and Mueller (1985) stress the importance of 
cultural factors when they suggest that cultural effects may 
reduce the acceptability of harmonization. However, 
ethnocentric beliefs (i.e., that the culture, customs, and
policies of one's own country are not only different, but 
presumed superior to those of any other country) can have 
both a positive and a negative effect. Without some degree 
of ethnocentricity, there would be no push toward 
harmonization because there would be no perceived need for 
harmonizing the different methods and procedures. However, 
ethnocentric beliefs can also have a possibly detrimental 
effect, by their nature, on attempts to bring national 
accounting principles into a harmonized international basis. 
Within the accounting context, ethnocentricity can mean 
countries believe that their own accounting procedures are 
superior and should be adopted by others.
Alkafaji (1988, 627), points out that the
disappointment over the limited results to date concerning
harmonization efforts may be:
. . . attributed in part to the apparent contradiction 
between the world wide harmonization efforts and the 
premise that accounting is a product of its political, 
social, and economic environment. A better 
understanding of the environmental factors should offer 
better insights into the feasibility of the 
harmonization process, as well as fostering better 
strategies to improve the acceptability and 
effectiveness of harmonization efforts.
McComb (1979) makes the point that harmonization 
efforts will be served by better knowledge of the effect of 
cultural and other environmental influences on the present 
national differences. This belief is echoed by SyCip (1981, 
85-86):
In the development of international accounting 
standards, it is therefore essential that the diverse
12
and differing environments where such standards are 
intended to be applied are first understood and 
appreciated. Failure to consider environmental 
differences or circumstances will likely deter the 
acceptance of any established international standards.
It is this need for a better understanding of the 
relationship between environmental factors (e.g., culture) 
and international accounting harmonization efforts that is 
addressed by this research.
Concept of Culture
There is not one universally accepted .definition of 
culture. Sathe (1983) refers to a scholarly study in the 
field of anthropology which revealed 164 definitions of 
culture.
There are two major problems with defining culture.
Any definition must be broad enough to encompass the many 
characteristics considered to be a part of culture, and it 
must also be precise enough to facilitate the study of the 
phenomenon. Wilkins (1983, 26-27) refers to culture " . . .  
as a kind of automatic pilot that provides direction as well 
as focus for our attention in a way that doesn't require our 
full attention." For studying culture, he suggests that 
". . .we focus on the underlying— usually taken-for- 
granted— assumptions and orientations of a group of people."
Sathe (1983, 6) refers to culture as important
communally shared, often unstated, understandings.
. . . the phrase "often unstated" in the definition is 
crucial because members of a culture are frequently 
unaware of many of these mutual understandings.
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Goodenough (1961, 522) defines culture in more detail
when he refers to it as consisting of:
. . . standards for deciding what is, . . . what can
be, . . . how one feels about it, . . . what to do 
about it, and . . . how to go about doing it. People 
use their standards as guides for all the decisions, 
little as well as big, which they must make in the 
course of everyday life. As the members of a community 
go about their affairs, constantly making decisions in 
the light of their standards, the patterns
characterizing the community as a whole are brought
into being and maintained.
Fejos's (1959, 43) definition of culture stresses the
underlying nature of the concept. He defines culture as:
. . . the sum total of socially inherited 
characteristics of a human group that comprises 
everything which one generation can tell, convey, or
hand down to the next; in other words, the
non-physically inherited traits we possess.
Culture is the "luggage" each of us carries around for 
our lifetime. It is the sum of beliefs, practices, habits, 
likes, dislikes, norms, customs, and rituals that 
individuals learn from various families, friends, and even 
enemies, during the years of socialization. These cognitive 
patterns that develop within a societal unit (e.g., country) 
are what Hofstede refers to as "collective programming" 
(1983a, 1984) or "software of the mind" (1991).
Any definition of culture inherently recognizes the 
circularity of the concept (Jahoba 1984). Violet (1983, 3) 
described this interrelationship in the following manner:
Culture is a product of mankind, invented to cope 
with the natural environment as well as social 
phenomena. Mankind has, in turn, become a product 
of that culture. Culture and mankind are in a
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constant state of evolution, creating and refining 
one another.
Since culture is a collective response to the 
environment in which it develops, culture in turn affects 
the development of environmental-response products, 
services, attitudes, and beliefs (e.g., accounting practices 
and accountants7 attitudes). These accounting practices are 
themselves forces at work in the ongoing creation and 
refinement of culture. This interrelationship of culture 
and accounting at national levels is particularly of 
interest to groups promoting understanding of the 
international accounting environment and international 
harmonization efforts. Culture has been recognized as a 
part of the environment which influences accounting 
practices and attitudes and is receiving increased attention 
in the literature (Birnberg and Snodgrass 1988, Soeters and 
Schreuder 1988, Karnes et al. 1989, Frucot and Shearon 
1991).
During the last decade organizational culture has 
received an increased emphasis in the accounting literature. 
Birnberg and Snodgrass (1988, 448) make the distinction 
between national or societal culture and organizational 
culture.
. . . societal culture . . .  is the set of norms and 
values which the managers and workers bring to the job, 
rather than the norms and values which management and/ 
or the workers develop in their work environment.
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It is this set of norms and values referred to as national 
or societal culture which employees bring to the job that is 
the focus of this study.
Cultural Dimensions
An inherent problem in attempting to examine the 
concept of culture relates to the fact that culture is very 
broad, taking into account many environmental factors.
There is a need for the concept of culture to be 
"unpackaged" (Rohner 1984) to promote evaluation for 
research purposes (Leung and Bond 1989). One way this can 
be accomplished is to describe culture as a set of 
dimensions. Of course, as with any area, reducing a broad 
concept to a few dimensions opens the possibility that 
dimensions can be omitted or misspecified. However,
Hofstede's (1984) extensive analysis of more than 117,000 
questionnaires across 67 countries over six years identified 
four dimensions that systematically described the 
differences among the subjects of the countries surveyed.
The four dimensions identified by Hofstede (1980, 1985) 
explained about 50 percent of the differences in the data. 
The cultural dimensions of interest are concerned with an 
individual's values. Hofstede (1984, 47) described this 
attention to values as an individual's "more permanent 
mental programming— that reflect the contribution of the 
person more than the situation."
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The four cultural dimensions identified by Hofstede 
are: (1) power distance, (2) uncertainty avoidance, (3)
individualism, and (4) masculinity. Each of these 
dimensions relates to a belief or attitude as measured in 
the work environment context. In this study, Hofstede's 
model provides a theoretical framework for the examination 
of the relationship between cultural factors and attitudes 
toward international harmonization efforts.
Power Distance. Early development of the concept of 
power distance was based on the belief that inequalities of 
hierarchical power can generally be expected to be present 
in all areas of the interpersonal environment. The 
hierarchical inequality present within a society is rooted 
in the mental programming of individuals within that 
society. The inequality endures because it is the 
interpersonal environment society members have learned to 
accept.
From the studies that he conducted, Hofstede (1984) 
found that the analysis of the questionnaire items dealing 
with the hierarchical superior/subordinate relationship 
resulted in systematically different responses across 
countries. There may be international harmonization effects 
based on a society's cultural acceptance of authority.
Uncertainty Avoidance. The second dimension is 
concerned with society members' acceptance of environmental 
uncertainty and ambiguity. Uncertainty avoidance is related
to how well members of a society deal with the fact that the 
past cannot be relied on strictly as a forecaster for the 
future. There is always uncertainty to be dealt with. 
Systematic differences among the subjects of the countries 
surveyed were present in a combination of three 
questionnaire items which were made up of: (1) a measure of
stress, (2) a need for company rules, and (3) a desire for 
continued employment with the company. The acceptance of 
rules and rituals for the purpose of dealing with 
uncertainty and ambiguity for accountants may result in 
different preferences regarding international harmonization 
topics.
Individualism. Individualism represents a dimension 
that measures the relative importance members place upon 
their own views and welfare. In an individualist society, 
members place great importance upon themselves or a small 
peer group. At the opposite end of the spectrum, in a 
collectivist society, members' preferences run toward what 
is important for the extended family or organization. The 
dimension has importance for the study of cross-cultural 
variables because in some cultures strong individualism is 
considered favorably, representing a source of self-worth 
and well-being. In other cultures, individualism may be 
considered from a hostile viewpoint because collective 
thinking is the societal norm. The prevailing norm within a 
society concerning individualism versus collectivism may be
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expected to affect the relationship of the individual and 
the organizational environment in which the individual 
works. An individualist/collectivist dimension may have 
implications for accountants as they consider the 
possibilities of international accounting principles 
promoted for the good of the whole.
Masculinity. The fourth dimension drawn from the 
Hofstede research was named masculinity, with its opposite 
concept of femininity. This dimension does not refer to the 
biological sex roles but to societal sex roles. In the more 
masculine societies, value is placed on performing, 
achieving something visible, and making money. In the more 
feminine societies, value is placed on quality of life, 
helping others, and putting personal relationships before 
money. Since differences in accounting may lead to tax 
benefits, this dimension may be associated with one's 
willingness to forsake an economically beneficial method in 
the interest of harmonization.
Several studies have tended to validate the cultural
/
dimensions described by the Hofstede research approximately 
two decades ago. Hofstede (1985, 533) reported how American 
auto workers (two women and four men) reacted to a 
"humanized" group assembling process in a Swedish automobile 
factory. One woman preferred the system; the other five did 
not. The group-oriented approach that appealed to the 
Swedish and called for collaboration with other workers
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(termed more "feminine” by Hofstede's fourth dimension) was 
the very reason it appealed to the Swedish workers and did 
not appeal to workers from the United States.
Using Hofstede's individualism cultural dimension, 
Birnberg and Snodgrass (1988) examined the perceptions of 
management control systems by managers and workers from 22 
large companies in Japan and the United States. The overall 
findings supported the characteristics expected: (1)
Japanese employees exhibited societal values more consistent 
with the organization's goals (collectivism) and (2) U.S. 
workers considered actions from the perspective of how it 
affected them individually or affected a small peer group 
(individualism).
Soeters and Schreuder (1988) used Hofstede's Value 
Survey Module to examine differences between accountants in 
local Big Eight (now Big Six) firms and regional accounting 
firms in the Netherlands. No obvious differences were found 
between accountants on the power distance and individualism 
indexes. However, there were significant differences on the 
uncertainty avoidance and masculinity indexes, suggesting 
that U.S. cultural effects were imported by U.S.-based 
firms.
Karnes et al. (1989) used Hofstede's individualism 
index to examine the effects of national culture on the 
perception of unethical business practices of public 
accountants in the U.S. and Taiwan. The results were as
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expected, based on Hofstede's individualism indexes (i.e., 
the IDV index was 91 for the U.S. and 17 for Taiwan, out of 
a range of 12 to 91). The U.S. accountants appeared to be 
more concerned with the legal ramifications of the unethical 
business practices— consistent with the individualist U.S. 
culture. The Taiwanese accountants seemed more concerned 
with the effects upon their ingroup— consistent with the 
collectivist Taiwanese society.
Shakleton and Ali (1990) found strong evidence for 
Hofstede's power distance and uncertainty avoidance cultural 
dimensions in a survey of Sudanese, British, and Pakistani 
managers working for firms in Great Britain. The support 
for the index values found by Hofstede was present even 
though some of the managers had spent all or most of their 
adult lives in Great Britain.
Based on Hofstede's survey results for Mexico of high 
power distance and high uncertainty avoidance, Frucot and 
Shearon (1991) predicted that Mexican managers would prefer 
a less participative budgetary process, rather than a more 
participative one. While the results were not consistent 
across all levels of managers, they found some support for 
the expected preference based on two of the Hofstede 
cultural indexes.
Research Objectives 
Financial accounting is generally defined as a process 
or system for communicating quantitative financial data
about an economic entity to interested users of that data 
(Kieso and Weygandt 1992). The financial information 
reported is tied to, economic events within the operating 
environment of the reporting entity. Accounting 
information, then, is tied to the economic environment upon 
which it communicates. These economic factors, as well as 
other factors present within the environment (e.g., 
cultural), have an affect on how accounting practices are 
developed. The need for accounting to respond to the varied 
national environments in turn has produced diverse national 
accounting laws, policies, and procedures. The diverse 
nature of culture as a major factor of these national 
environments, can be considered to be a possible barrier to 
harmonization efforts.
Gray (1988) used the model of societal cultural 
patterns offered earlier by Hofstede (1980, 27) to propose a 
link between the cultural orientations of a society and the 
beliefs and attitudes expressed by the members of that 
society. Figure 1.1 is adapted from Gray's model (1988, 7). 
Gray posited that societal values are related to the 
"accounting subculture" and that accountants' attitudes and 
beliefs should be derived from those cultural values which 
are directly related to the work environment (1988, 5).
22
Research Question
The research question of relevance to this study is 
developed using Hofstede's dimensions of cultural influences 
within the work environment and Gray's model to examine the 
relationship between these cultural variables and 




























Figure 1.1— Culture, societal values, and the accounting 
subculture (adapted from Gray 1988)
explain attitudes toward harmonization. The research
question of interest becomes:
Is there a relationship between culture and 





Hofstede's cultural dimensions and E3 2 of the IASC 
will be used to examine the research question presented 
above. The following hypotheses (in the null form) will be 
tested:
H01: There is no difference in the attitudes toward
the Comparability Project (E32) of the IASC 
for countries based on the Power Distance 
Index (PDI).
Hoz: There is no difference in the attitudes toward
the Comparability Project (E32) of the IASC 
for countries based on the Uncertainty 
Avoidance Index (UAI).
Hq3: There is no difference in the attitudes toward
the Comparability Project (E32) of the IASC 
for countries based on the Individualism Index 
(IDV).
Hq4: There is no difference in the attitudes toward
the Comparability Project (E32) of the IASC for 
countries based on the Masculinity Index (MAS).
Target Countries
The target countries for the research will be: 
Australia, Brazil, Finland, Greece, Japan, Portugal, 
Singapore, and Taiwan. The two countries that were chosen 
for testing each hypothesis (totaling eight countries) were 
selected from the point of view of those that provided the 
most separation on the one dimension of interest and the 
least separation on the other three dimensions.6
6See Chapter Three for target country information as 
it relates to specific hypotheses.
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This study obtained data to verify the power distance, 
uncertainty avoidance, individualism, and masculinity 
indexes obtained by Hofstede. In turn these indexes were 
mapped against attitudes toward harmonization efforts to 
test specific hypotheses.
Subjects
Professionals working in the international offices of 
Big Six accounting firms in the target countries discussed 
earlier were the subjects surveyed by this research. The 
questionnaire was mailed to the subjects with a cover letter 
requesting their cooperation in responding to the survey and 
guaranteeing their individual and firm anonymity.
Analysis
Separate variances t-tests were used to test the four 
research hypotheses. Testing of the differences between the 
predetermined countries examined attitudes toward overall 
harmonization efforts, as well as specific accounting issues 
(i.e., inventory costs, borrowing costs, and research and 
development costs).
The survey data that were collected permitted the 
computation of the four cultural indexes for each country.
As an additional analysis, a general regression model used
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the individual cultural dimension measures'7 to examine their 
predictive power concerning harmonization issues.
Expected Contribution
A better understanding of how culture affects
accounting is needed as attempts are being made at
harmonization. Most of the international accounting
literature calls for more research into the effects of
culture on harmonization efforts. This research will
address that call by focusing on the relationship between
cultural variables and the attitudes of accountants toward
harmonization. Schieneman (1979, 30) takes the idea of a
better understanding a step further when he discusses what
he considers to be the most important issue concerning
harmonization efforts to date:
. . . in order to establish more uniformity of 
accounting practice on a worldwide level, each 
country must adopt a more worldwide perspective 
in setting its own standards. This does not mean 
that the FASB should defer to the IASC in setting 
accounting standards in the United States. What 
it does mean, however, is that attention should be 
focused on the degree of international disharmony 
created by a proposed FASB standard, and that this 
assessment be a part of the decision-making process 
for future FASB standards.
The call for more research in the international area
of accounting has been recognized by the profession.
Kenneth Most (1989, 2), Chairperson of the International
Accounting Section of the American Accounting Association,
7Hofstede (1984) warns that there are no scoring rules for computing individual cultural indexes.
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in his "Chairperson's Message" of the Forum. makes this 
point when he refers to the lack of doctoral dissertations 
in the area of international accounting. He points out 
that:
. . . not only is the scholarly field of 
international accounting static as a consequence 
of this lack of rigorous exploration, but the 
dissemination of knowledge is handicapped.
The lack of such research has meant that the insight
acquired into international accounting topics, the updating
of accounting curriculums, as well as the potential for
additional international research has suffered.
Culture has been discussed as an explanation for at 
least part of the diversity found among financial accounting 
practices of different countries. As the international 
accounting community attempts to move toward more harmonized 
accounting principles and practices, there has been a call 
for a greater understanding of how culture affects such 
efforts. This research (1) will examine whether the 
cultural dimension indexes extracted from Hofstede's 
extensive earlier work still hold after two decades of a 
constantly changing international environment and (2) will 
expand on Hofstede's cultural theory by examining the 
relationship of work-related cultural dimensions and 
attitudes of accountants toward harmonization efforts.
CHAPTER TWO
LITERATURE REVIEW
This chapter will review the literature relevant to 
cross-cultural accounting and harmonization issues. The 
review will cover the following areas as a foundation for 
the present research:
1. accounting classification studies
2. harmonization studies
3. cross-cultural research
The review will start with accounting classification 
studies because the classification research led the way for 
studies which focused on how financial accounting was 
changing over a specified temporal measurement. The major 
interest of the classification studies was to look at how 
the surveyed countries' accounting methods and/or 
disclosures were similar. Classification studies usually 
satisfy one of two objectives; they are either: (1) a means
for the "organized and scientific study of population, . . . 
a method to 'sharpen description and analysis.'" or (2) "a 
means of revealing structures and predicting the behavior of 
a member of the population, . . . as a tool to assist in the 
analysis of the need for, means toward, and progress of 
harmonization." (AlNajjar 1988, 682)
2 7
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In general, the harmonization studies developed from 
the classification research. As the interest in 
harmonization of international accounting standards 
increased, research turned to attempting to measure whether 
financial accounting products across nation states were 
moving toward a more harmonized or compatible position.
The section reviewing cross-cultural research begins 
by discussing definitional aspects of culture related to 
this study. The rest of the discussion will focus on 
research aimed at extracting work environment-related 
variables in cross-cultural studies. The research which has 
concentrated (1) generally on systematic differences across 
national boundaries and (2) specifically on differences on 
accounting topics is the focus of the literature reviewed.
Classification Studies
Corresponding to the attempt to harmonize financial 
statements of international corporations is the need to more 
fully understand both the differences and similarities of 
accounting principles and practices of individual countries. 
A number of studies during the last two and one half decades 
have attempted to examine differences and similarities of 
accounting practices of individual countries. A general 
acceptance that political, social, and economic environments 
differ internationally and that these differences impact on 
the accounting principles and practices produced in diverse 
environments led to an increased interest in the
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classification of countries by their accounting systems.
Most of the early classification studies were exploratory in 
nature. They referred to culture as a reason for at least 
part of the basic differences, as well as similarities, 
observed in these early studies of accounting practices. 
However, most did not attempt to measure culture or its 
direct relationship to accounting issues.
Seidler (1967^
Seidler (1967) proposed the concept of "spheres of 
influence" as a byproduct to the development of an 
international accounting theory course. He proposed that 
accounting practices have generally followed the lead of 
"mother" countries. He identified three models of these as 
the British model, the American Model, and the French 
(continental European) model.
DaCosta. Bouraeous. and Lawson (1978')
In 1978, DaCosta et al. used the information contained
in the Price Waterhouse's (PW) 1973 Survey of Accounting
Practices in 38 Countries to classify countries. One major
criticism of the study concerned the results of the cluster
analysis, which produced only two classifications. Nobes
and Parker (1981, 210) refer to the two classifications as
"unreasonable groups." They go on to say that:
Any accounting classification that has the U.S. in 
the same group as France, but not in the same group 
as the U.K. or even Canada, seems to fly in the face
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of the mass of facts and analysis . . .  of the previous 
conclusions of all other investigators.
Another criticism involved the raw data used in the 
study. Not only was the PW data not compiled for use in 
this type of research, it has also been criticized as being 
highly subjective, containing misleading answers and obvious 
mistakes (Nobes 1983, 2).
Frank (1979)
Frank (1979) used the same 1973 PW data that was used 
by DaCosta et al. (1978), to examine commonalities in 
accounting principles and reporting practices of thirty- 
eight countries with strong western ties. Principal 
components analysis was used to isolate four factors from 
the data, which accounted for approximately 65 percent of 
the total variance. This grouping was supported by 
multidimensional scaling analysis of the same data. In 
addition to this classification analysis, Frank hypothesized 
that environmental factors could play a significant part in 
explaining these similarities and differences. Eight 
environmental variables were used to examine the 
classification effect. Frank's study was the first of the 
international accounting studies that specifically attempted 
to measure the effect of culture. Each country's official 
language(s) was used as a proxy for culture. The results of 
a stepwise multiple discriminant analysis using the 
environmental factors indicated that the classification
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rules assigned 83 percent of the countries to the same group 
as had been assigned by their accounting practices.
Nair and Frank f19801
Nair and Frank (1980) classified both accounting
measurement principles and disclosure practices using factor
analysis. The authors used the 1973 PW survey data used by
DaCosta et al. (1978) and the 1975 Price Waterhouse survey
data, which included more countries and surveyed additional
principles and practices. The factor analysis of 1973
measurement principles produced five factors accounting for
71 percent of the variance in the data; the 1975 data
produced six factors accounting for 72 percent of the
variance. Using the same factor analysis procedures on the
disclosure practices data, the results indicated that the
1973 data contained seven factors accounting for
approximately 73 percent of the variance; and the 1975 data,
six factors and 72 percent of the variance. The analysis of
information from a two-year interval covering different
subsets of data produced slightly different groupings. Nair
and Frank offer the following as a basis for their results.
. . . similar environments, in the sense of similar 
economies and cultures, should have similar accounting 
practices, and those with different environments 




Nobes (1983) criticized the use of the PW data in the 
earlier classification studies. His research was directed 
at classifying countries in the developed Western world 
according to the financial reporting practices of public 
companies. Nobes believed that data of public companies 
should be the target data since it is the measurement and 
valuation practices used by these entities that is of 
interest to stockholders, creditors, auditors, taxation 
authorities, and others. Nobes (1980) proposed a 
hypothetical classification scheme which was based on 
measurement practices as well as the importance of laws and 
economics. This hypothesized classification scheme was the 
basis for his 1983 article. The several analyses used by 
Nobes generally supported his classification scheme.
Alkafaii figss’l
Alkafaji (1988) conducted a two-part study concerned 
with the effect of environmental factors on international 
accounting practices. In the first phase, Q-factor analysis 
was used to partition 64 countries by six factors based on 
accounting practices. The 1979 PW International Survey was 
used as the data source. In the second phase, discriminant 
analysis was used to partition the same countries by six 
factors based on environmental factors. The 
economic/demographic data was obtained from publicly 
available published reports. The results of the accounting
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practice versus environmental factors were then compared to
determine the level of similarity. Results indicated that
approximately 86 percent of the countries examined had the
same group assignment with both of the classification
schemes. Alkafaji (1988, 637) points out that the findings
of the study stress the important link between accounting
practices and noneconomic factors.
It is evident that, for any harmonization strategy 
to be successful, a full understanding of the 
relationship between environmental factors and 
accounting practices is warranted and should be 
taken into account when setting International 
Accounting Standards.
Harmonization Studies 
The harmonization studies have as their main objective 
the examination of compliance with IASC Standards. Various 
approaches have been taken as researchers have attempted to 
determine in some way (1) whether harmonization has taken 
place, and (2) if it has, how harmonization can be measured.
Evans and Tavlor ('19821
Based on the assumption that member nations must 
accept and follow IASC standards for harmonization to 
proceed, Evans and Taylor (1982) examined the impact of five 
of the earlier IAS on the financial reporting of member 
nations. Published financial statements from a sample of 
large corporations from France, Japan, the United Kingdom, 
the United States, and West Germany were examined to 
determine compliance levels with IAS provisions. The
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results of the study were given in terms of a percentage of 
companies that complied per country for each of the six 
years examined. Their findings indicated that the IAS has 
had very little impact on the financial reporting practices 
of the countries surveyed.
Gokarn (1984^
Gokarn (1984) examined whether there was a difference 
between the adoption rate of IASC standards and attitudes 
toward representation in the IASC standard-setting process. 
Sixty-two countries were represented by the survey. The 
study found that the IASs were being adopted in the same 
proportions among members countries whether the countries 
felt adequately represented or involved in the promulgation 
process or not. Individual comments from those surveyed 
indicated that many respondents believed that differences in 
cultural environments could affect the support for IASC 
harmonization efforts.
McKinnon and Janell f!984’>
McKinnon and Janell (1984) also make the overall
assumption that harmonization is a worthwhile objective and
discuss the effectiveness of the IASC. By reference to the
1979 PW International Study, two IASs and one exposure draft
were discussed. They believe that the IASC:
. . . has not succeeded in changing existing standards 
or setting new standards. It has succeeded in 
codifying generally accepted practice, in serving as
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a neutral source for standards, and influencing groups 
with enforcement power. (p. 33)
Doupnik and Taylor fl985)
The compliance of Western European countries on the 
first eight IAS was examined by Doupnik and Taylor (1985). 
The 1979 PW International Survey, which included data on 
both measurement and disclosure information was used as the 
"pre" measure for the study. A questionnaire was mailed in 
1983 to PW international offices to get the "post" data for 
the compliance comparison. The Kruskal-Wallis one-way 
analysis of variance of ranks indicated that there were 
significant differences between the mean scores by five 
broadly defined groupings (i.e., Africa, Asia and Australia, 
Europe, Latin America, and North america). The scores of 
the European countries indicated less compliance than the 
other geographical regions. However, a closer examination 
of the data revealed that the countries surveyed composing 
the European grouping showed the greatest percentage of 
increase in mean score over the four-year period examined.
McKinnon 1985
McKinnon (1985) examined the appropriateness of the 
Anglo-American principles of consolidation introduced into 
law in Japan in 1977. Results of the analysis indicate that 
historical, cultural, and corporate structural differences 
between the two countries result in Anglo-American 
consolidation policies that "fail to reflect adequately the
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nature of corporate group association in Japan." (32) 
McKinnon comments on the harmonization issue as it relates 
to this study:
The findings of this article are disturbing in terms 
of the prospects for international accounting 
harmonization. If internationalization comes about 
through enforced conformity rather than conceptual 
merit or appropriateness to anthropological and 
cultural characteristics, the resultant information 
system will be insufficient as well as inefficient.
Nobes ri987,>
Nobes (1987) questioned the conclusions of Doupnik and 
Taylor (1985) based on several perceived problems with the 
study. As Nobes and Parker (1981) pointed out previously, 
studies which use the PW International Survey data for 
comparisons are using data not intended to be used for such 
purposes. The subjective nature of the data raises 
additional questions. The measurement scheme (i.e., 
required, majority practice, minority practice, rarely or 
not found, and not permitted (Doupnik and Taylor 1985, 281) 
has produced misleading results in the cases of two of the 
countries. France received a "full compliance" designation 
because the IAS had been issued in France. However, in the 
year the data were drawn, "French law, French standards and 
French companies did not fully comply with IASC standards" 
(p. 78). In addition, Jersey's score indicated that over 
half of the IASs were required. "In fact, there is no 
relevant law in Jersey, and UK standards are merely 
voluntarily followed." (p. 78) Overall, Nobes feels that
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the "detailed discussions of increases and decreases in 
country scores bear little relationship to reality." (p. 79)
Taylor. Evans, and Joy (19861
Taylor et al.(1986) investigated the impact that five
of the first seven IAS had on comparability and consistency
of reporting practices across 33 countries. Subjects for
the study worked in two of the Big Eight firms of the
countries surveyed. In all comparisons, the respondents
indicated that both comparability and consistency had
increased since the effective date of the IAS. In an
additional analysis, the 33 countries surveyed were grouped
into cultural classifications (i.e., Anglo-American,
European, and Other). Analysis of variance results
indicated that there were no differences between cultural
classifications when "culture" was defined as broad
geographical groupings. Rivera (1989, 326) pointed out that
whenever a high level of compliance with IASC standards is
the outcome of a study, it must be remembered that:
. . . the apparent high level of conformity may be 
the result more of the flexibility allowed by the 
IASC's standards than of the actual correspondence 
of accounting rules and practices among those countries surveyed.
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Van der Tas (19881
Van der Tas (1988) discussed three indexes that have 
been developed to quantify the measurement of harmonization 
or comparability. The Herfindahl index (H index) measures 
the concentration or frequency with which one or a limited 
number of alternative methods occur. The second measure, 
the C index, expands on the H index by considering multiple 
reporting. The C index gives an expression of the degree of 
harmonization or comparability based on all possible 
pairings of the companies examined. The third measurement 
is the I index, which expresses the degree of international 
harmonization. The I index multiples the relative frequency 
of application of a specified alternative in one country by 
the relative frequency of application of the same 
alternative in a second country and adds the results. Van 
der Tas demonstrated how these indexes are calculated (and 
the data graphically displayed) using deferred taxes, 
investment tax credit, and land and building valuation 
information from the Netherlands, the United Kingdom, and 
the United States.
Tay and Parker fl99cn
Tay and Parker (1990) used six harmonization studies 
conducted during the 1980s1 to discuss the problems related
xThe six studies were Nair and Frank 1981, Evans and 
Taylor 1982, McKinnon and Janell 1984, Doupnik and Taylor 
1985, Nobes 1987, and van der Tas 1988.
to measuring the concepts of international harmonization or 
standardization. The distinction is made between 
harmonization/standardization and uniformity. Harmonization 
is described as a process representing a "movement away from 
total diversity of practice." (p. 73) The discussion of the 
survey data problems mainly refers to the PW international 
survey data discussed elsewhere.2 The operational 
definitions used in these studies demonstrate other 
problems. First, the "required" response does not 
distinguish between (1) compliance with required procedures 
or (2) noncompliance with required procedures.
Additionally, whenever a "weighted average level of 
harmonization" was calculated, there was the assumption that 
"some quantifiable relationship" (p. 80) existed across the 
response categories.
Cross-Cultural Research
Research into cross-cultural issues has been receiving 
attention in the literature of numerous disciplines for 
decades. Before the background studies of interest in 
cross-cultural research are discussed, overall definitional 
issues concerning culture will be reviewed.
Culture is generally considered to be an aggregate 
phenomenon; it is considered as descriptive of a society in 
a similar way that personality is descriptive of an
2See the discussions of Nobes and Parker 1983 and Nobes1987.
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individual (Hofstede 1984). Birnberg and Snodgrass (1988,
448) define culture as "a filter for perceiving the
environment." Hofstede (1987, 1) refers to culture as "'the
collective programming of the mind. . .' . . .  it is
largely invisible and unconscious." Hofstede (1991, 4)
refers to "such patterns of thinking, feeling, and acting
(as) mental programs, or . . . 'software of the mind'."
Hofstede (1983a, 76) discusses culture further:
Through our experiences we become "mentally programmed" 
to interpret new experiences in a certain way. . . . 
it is that part of our conditioning that we share with 
other members of our nation, region, or group but not 
with members of other nations, regions, or groups. . . .
Such cultural programs are difficult to change, unless 
one detaches the individual from his or her culture. 
Within a nation or a part of it, culture changes only 
slowly. This is the more so because what is in the 
minds of people has also become crystallized in the 
institutions . . .: government, legal systems,
educational systems, industrial relations systems, 
family structures, religious organizations, . . .
All these reflect traditions and common ways of 
thinking, which are rooted in the common culture but 
may be different for other cultures. The institutions 
constrain and reinforce the ways of thinking on which 
they are based. (Hofstede 1983a, 76)
This study adopts the approach which considers culture 
to be representative of the beliefs and values of a group 
composing a society. These mental programs are used by 
society members as a filter as they make judgments, express 




Cross-cultural studies have investigated a wide 
variety of topics. The major cross-cultural research 
concerning the work environment was conducted by Hofstede 
(1980, 1984) from 1967 to 1972. Hofstede sampled employees 
working in subsidiaries of one multinational corporation, 
referred to as HERMES3, which were located in 67 countries. 
This research produced a data bank of responses from 117,000 
questionnaires, which had sampled approximately 88,000 
respondents over the six-year period. Hofstede (1984, 21) 
defined culture as "the collective programming of the mind 
which distinguishes the members of one human group from 
another."
The research of Hofstede was aimed at the more stable 
differences in country characteristics. Because Hofstede 
surveyed some countries twice within a four-year period, a 
test of the stability of between-country differences was 
conducted. The dimensions of interest were those referred 
to as "collective mental programming" which are considered 
to change very slowly. In contrast, the situation may 
change in some instances very quickly. By retaining only 
those questions for which scores remain relatively stable 
over time, there is the assumption that "collective state of
3Since the reporting of the Hofstede research, it has 
become widely known that HERMES was IBM (Schreuder 1987).
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mind" was surveyed rather than "collective situation."
(1984, 54-55)
Extensive analysis of the HERMES * data revealed four 
dimensions related to the work environment which captured 
systematic differences in the data. Hofstede refers to 
these dimensions as power distance, uncertainty avoidance, 
individualism, and masculinity.
Power Distance. The basic issue of the power distance 
index (PDI) is interpersonal inequality in the environment. 
It refers to the extent to which members of a culture accept 
the unequal power affiliations found in hierarchical 
organizational relationships. This presence of this 
inequality is a natural process inherent within the various 
domains of the human environment. Hofstede (1984, 70) 
refers to organizational power distance in the following 
way:
In most utilitarian organizations, the distribution 
of power is formalized in a hierarchy. The basic 
element from which hierarchical pyramids are built 
is the relationship between a boss B and a subordinate 
S. If we know that S "reports to B," we know certain 
formal aspects of their relationship; it is likely that 
B can set priorities for S's work and possible that B 
has some influence on S's rewards and career. . . .
A boss and subordinate can fill in their formal 
hierarchical relationship in very different ways. 
Objective factors play a role, such as the expertise 
of both parties, the history of their relationship, the 
task at hand, and the relative criticalness of the 
situation. Then there are subjective factors of the way 
in which B and S choose to play their hierarchical 
roles, which depends on their mental programming and 
their psychological impact on each other. Their mental 
programming contains their personalities and their 
values, affected by the societal norms which they 
respect.
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Within this hierarchical relationship, both bosses and 
subordinates are expected to retain values and beliefs from 
their early experiences. Since early life experiences 
(i.e., primarily home and school) can significantly differ 
among cultures, noticeable differences in accepted work- 
related hierarchical power would be expected, too. The 
results of Hofstede's research indicate that responses to 
questions related to (1) fear of employees to disagree, (2) 
perception of manager's actual type, and (3) preferred 
manager type, which he named "power distance" had the 
ability to discriminate between countries (1984, 65-109). 
Beteille (1977) refers to this element as a "natural" 
inequality that has meaning only when it is evaluated in 
terms of culture.
Hofstede believes that it is important to remember
that these cultural dimensions represent measures of "groups
of individuals," not "individuals." In his analysis of the
three questions that compose the PDI index, Hofstede (1984,
76) found that:
. . . the correlations among the three questions across 
individuals are virtually zero. It is not necessarily 
the individual who sees his boss as autocratic, who will 
also describe his colleagues as afraid, and who will 
prefer an autocratic boss. The lack of individual 
correlations should remind us that Power Distance as 
measured here can be used only as a characteristic of 
social systems. not of individuals. It cannot be used 
to measure, for example, the authoritarianism of 
individuals; however, it can be used to measure the 
"authoritarianism" of whole societies and their dominant 
supervision styles.
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In a survey of employees of large electrical utility 
organizations in the United States (US) and Peru, Williams 
et al. (1966) found a tendency for Peruvian workers to 
prefer a boss who supervised them closely. By contrast, US 
workers preferred more general supervision. Such a 
difference is consistent with the power distance index 
determined for the respective countries in the Hofstede 
(1984, 77) analysis.
Uncertainty Avoidance. The second dimension is 
concerned with how comfortable society members are with 
uncertainty and ambiguity in their environment. The element 
of interest is referred to as the uncertainty avoidance 
index (UAI). The interest of Hofstede (1978) in the 
phenomenon of stress was directed toward research in stress 
differences by occupation. The data collected from a 1970 
manufacturing survey indicated that stress differences by 
country were more significant than stress differences by 
occupation. However, an ecological correlation of power 
distance and stress scores was relatively weak (.30) 
indicating that the stress scores pointed to a different, 
perhaps broader, cultural dimension. Hofstede's country 
stress differences were highly significantly correlated with 
"anxiety" factor scores based on national statistics from 18 
countries (Hofstede 1984, 56) in research conducted by Lynn 
(1971). Table 2.1 indicates (1) the rank order based on the
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anxiety factor scores of the 18 countries used in the Lynn 
research and (2) the Uncertainty Avoidance Index rank order 
of the same 18 countries according to the Hofstede 
research4. This research concerning stress and anxiety laid 
the groundwork for the questions used to form the 
uncertainty avoidance cultural dimension.
Table 2.1— Rank order of anxiety scores and uncertainty 
avoidance index scores (for 18 selected countries)
Rank Order on Factor Uncertainty Avoidance Index
Scores (Lynn 1971) Scores (Hofstede 1984)
1. Japan 1. Belgium
2. Germany 2. Japan3 . Austria 3. France
4. Italy 4. Italy
5. France 5. Austria
6. Belgium 6. Germany
7. Netherlands 7. Finland
8. Norway 8. Switzerland9. Finland 9. Netherlands10. Denmark 10. Norway11. Switzerland 11. Australia
12. Sweden 12. New Zealand13. Australia 13. Canada
14. Canada 14. U.S.A.
15. U.S.A. 15. Great Britain16. New Zealand 16. Ireland17. U.K. 17. Sweden
18. Ireland 18. Denmark
Individuals cope with uncertainties about the future 
through rules and rituals. The complexity of these rules 
are directly tied to cultural heritage and perpetuated from
4A complete list of Uncertainty Avoidance Index scores is 
given in Table 3.2 of Chapter Three.
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generation to generation through reinforcement within the 
environment (i.e., by family, school and other social 
experiences). While some cultures are rooted in formal 
rules and conventions, others are tolerant of alternatives 
and prefer a less structured environment.
Different societies have adapted to uncertainty in 
different ways. These ways not only differ between 
traditional and modern societies, but even among 
modern societies. Ways of coping with uncertainty 
belong to the cultural heritage of societies and they 
are transferred and reinforced through basic 
institutions like the family, the school, and the 
state. They are reflected in collectively held values 
of the members of a particular society. Their roots are 
non-rational, and they may lead to collective behavior 
in one society which may seem aberrant and 
incomprehensible to members of other societies.
(Hofstede 1984, 111)
The Hofstede research indicated that there was 
considerable variance in responses across countries surveyed 
on the UAI (Hofstede 1984, 110-147). As an example,
Japanese society is highly organized and disciplined. Tax 
law and governmental regulation promotes structure in 
general and dominates accounting practices and standards 
(Arpan and Radebaugh 1981, 25). As would be expected, Japan 
ranks very high on Hofstede's UAI. When the UAI measurement 
data is controlled for the age of the respondents, Japan 
ranks the highest of all of the countries analyzed by the 
research (1984, 122).
Bloom and Naciri (1988, 81) refer to a ritualist need
of the West German culture as a:
. . .lower threshold for uncertainty than Americans and 
British. Everything has to be ordered in Germany;
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standard setting is largely a governmental, legalistic 
function, and statutory law governs accounting 
standards.
This is the characteristic measured by Hofstede's UAI. 
The expectation, according to Bloom and Naciri's reference, 
would be for West Germany to rank high on Hofstede's UAI 
measure. The results indicate that West Germany did rank 
high on the UAI, the country's ranking was in the upper half 
of the countries surveyed (Hofstede 1984, 122).
Individualism. The third dimension is concerned with 
whether there is a preference for a more loosely controlled 
social framework in which an individual is primarily 
responsible for himself/herself. This dimension is termed 
the individualism index (IDV). By contrast, collectivism 
refers to a preference for a more closely controlled 
societal network in which individuals participate in a 
reciprocal type of care and loyalty relationship with 
relatives and other "in-group" members.
The relationship between the individual and the 
collectivity in human society is not only a matter 
of ways of living together, but it is intimately 
linked with societal norms (in the sense of value 
systems of major groups of the population . . .).
It therefore affects both people's mental 
programming and the structure and functioning of 
many other types of institutions besides the 
family . . . (Hofstede 1984, 149)
An examination across societies shows that there are 
differences in the "family" units in which people live and 
program their thinking. The results of the research 
reported by Hofstede (1984, 148-175) indicated that some
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societies regarded individualism in a positive light, while 
others did not.
Japanese sogiety is very group oriented. This 
collective concept tends to govern all areas of life. "The
Society is held together by a complex network of
interrelationships and interdependencies based largely on an 
equally complex system of reciprocal obligations." (Arpan 
and Radebaugh 1981, 25) Such a societal arrangement should 
be an example of Hofstede's low individualism measure
(collectivism). As would be expected, respondents from 
Japan scored relatively low (i.e., in the lower half of the 
countries surveyed) on the IDV measure (Hofstede 1984, 158), 
indicating a collectivist preference.
Jaggi (1975, 79) refers to this distinction as a 
universalistic vs. particularistic value orientation.
Similar to countries ranking high on the IDV index, the 
universalistic value orientation produces societies which 
"emphasize individual independence." By contrast, the 
particularistic value orientation (i.e., similar to the 
collectivity concept or a low IDV index) "seems to be 
strongly influenced by the existence of an extended family 
system."
Masculinity. The fourth dimension that emerged from 
the research of Hofstede was named the masculinity index 
(MAS), with its opposite concept of femininity. The 
tendency for a society to adhere to and promote more
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traditionally "assertive" mental programming (i.e.,
masculine) as opposed to "nurturing" mental programming
(i.e., feminine) has implications for the development of
work-related values.
The duality of the sexes is a fundamental fact with 
which different societies cope in different ways; the 
issue is whether the biological differences between the 
sexes should or should not have implications for their 
roles in social activities. The sex role distribution 
common in a particular society is transferred by 
socialization in families, schools, and peer groups, and
through the media. The predominant socialization
pattern is for men to be more assertive and for women 
to be more nurturing.
A review of survey data on the importance of work 
goals shows near consistency on men scoring advancement 
and earnings as more important, women interpersonal 
aspects, rendering service, and the physical environment
as more important. (Hofstede 1984, 176)
Review of the psychological literature in the U.S. 
revealed basic differences between the sexes. Males tend to 
be more assertive, and females tend to be "more sensitive to 
social interdependence." (Hofstede 1984, 178) Review of the 
sociological literature in the U.S. indicated a significant 
relationship between sex and achievement ambitions, with 
higher ambitions for men. Work goal importance research has 
pointed to the same basic differences. Bartol (1976) in 
surveying U.S. business and psychology students found that 
the females considered interpersonal relationships and a 
comfortable environment as more important than the males 
did. It is the affect that the sex-role socialization 
process has on the values of societal members that is of 
interest to Hofstede's cultural measurement.
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Socialization is the process by which culture 
patterns are transferred from one generation to the 
next . . .  As only such a small part of sex role 
differentiation is biologically determined, the 
stability of sex role patterns is almost entirely a 
matter of socialization. Socialization means both 
men and women learn their place in society and, once 
they have learned it, the majority of them want it 
that way. (Hofstede 1984, 180)
The masculinity dimension of Hofstede has similarities 
to the universalistic/particularistic value orientations 
described by Jaggi (1975, 79). Those societies with a 
universalistic value orientation (similar to high MAS) 
indicate stronger "value competition and achieved status," 
while the particularistic societies (i.e., low MAS 
societies) believe in assessing individuals primarily in 
terms of interpersonal relations rather than on an objective 
basis.
Both the Individualism index (IDV) and the Masculinity 
index (MAS) are based on country mean scores on 7 personal 
and work goal questions. This type of survey question was 
popularized during the 1950s and 1960s in the development of 
job satisfaction instruments. The original Hofstede surveys 
(i.e., those conducted from 1968 to 1971) contained 22 work 
goal importance questions. Later surveys were reduced to 14 
questions, and even later the questionnaire items were 
reduced to seven. Acquiescence, or "the tendency to give a 
positive answer to any question, regardless of its content" 
(Hofstede 1984, 57) is a basic problem with these types of 
questions. Hofstede found this to be particularly true for
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the lower status and lower educational levels of the 
respondents. However, importance with work goals data is 
only relevant when there is a comparison of at least two 
goals. To determine the importance of work goal data, 
Hofstede standardized the mean scores for each group across 
the 14 goals surveyed, and the relative distance between 
goal scores was retained.5
Hofstede's early results with the four cultural 
dimensions were reproduced on a completely different 
international population, which only used an English version 
of the questionnaire. The similarity of results between 
these two studies ruled out the rival hypothesis of the 
earlier study that questionnaire translation could have 
resulted in the survey of dissimilar values and beliefs 
rather than the same ones as hypothesized by the multiple 
translations of the instrument (Hofstede 1984, 49).
This research used the four cultural dimensions 
identified by Hofstede's research and discussed above (i.e., 
power distance, uncertainty avoidance, individualism, and 
masculinity). The relationship between attitudes toward 
harmonization efforts and culture were grounded in the 
cultural theory developed by Hofstede.
5The relative distance information would not have been 
retained with a simple ranking of the work goal importance data.
52
Hofstede and Bond ('1984')
In the interest of exploring synergistic 
characteristics of cross-cultural studies, Hofstede and Bond 
(1984) analyzed the results of research by Hofstede (1983b) 
and Ny et al. (1982). Analysis of both data sets using 
different statistical methods (i.e., factor analysis of the 
Hofstede data and discriminate analysis of the Ny et al. 
data) indicate considerable overlap. Hofstede's power 
distance and individualism dimensions appear in the Ng et 
al. study, and an additional discriminant function from the 
Ng et al. study correlates with Hofstede's uncertainty 
avoidance and masculinity dimensions. Whenever both data 
sets are analyzed using ecological (i.e., by country) factor 
analysis, four of the five Ng et al. factors are 
significantly correlated with Hofstede's four dimensions.
Hofstede f!985^
A study from the mid 1970s reported by Hofstede (1985) 
points to the differences measured by the masculinity 
dimension:
. . . six U.S. automobile workers from Detroit 
(two women and four men) worked three weeks in the 
Saab-Scania plant in Soedertaelje, Sweden, where a 
new "humanized" system of groujp assembling had been 
installed. At the end of their visit, five of the six 
Americans rejected the Swedish system (the one who 
preferred it was a woman). . . .  what seemed to be the
attraction of the system for a Swede was the very reason 
why an American disliked it: at Saab-Scania, workers
have to collaborate with others, whereas in Detroit they 
are on their own and can set their own challenges.
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In essence, what appealed to workers from the more feminine, 
relationship-oriented culture (i.e., Sweden) was what did 
not appeal to workers from the more masculine, achievement- 
oriented culture (i.e., U.S.A.).
Triandis et al (19861
Based on early research on the individualism cultural 
dimension, Triandis et al (1986) used a 21-item 
questionnaire to survey primarily male and female university 
students to examine this characteristic. Table 2.2 
(Triandis et al. 1986, 265) indicates the individualism 
ranking for the nine countries surveyed in the study and 
Hofstede's (1980) results on the same nine countries. Using 
factor analysis, Triandis et al. found that the four factors
Table 2.2— Country scores and ranks on individualism 
Hofstede (1980) and Triandis et al (1986)
Hofstede ________Triandis et al_______
Unstandardized StandardizedCountries Score Rank Score Rank Score Rank
U.S.A. 91 1 -29 3 -10 5
Netherlands 80 2 -71 1 -47 1
France 71 3 -38 2 -37 2
India 48 4 76 8 47 7
Greece 35 5 -7 5 -17 3
Hong Kong 25 6 26 6 43 6
Chile 23 7 -13 4 -17 4
Costa Rica 15 8 47 7 49 8
Indonesia 14 9 87 9 63 9
Notes: Rank-order correlation of Hofstede and
unstandardized scores - .67 p<.025; rank-order correlation 
of Hofstede and standardized scores - .73 p<.01; rank-order 
correlation of standardized and unstandardized scores - .92
p<.001.
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were interpreted as belonging to two groups: (1)
individualism, composed of factor 1 - self-reliance with 
Hedonism and factor 2 - separation from ingroups and (2) 
collectivism, composed of factor 3 - family integrity and 
factor 4 - interdependence and sociability. The results 
compared with those of Hofstede are indicative of the 
convergence between these individualist cultural 
characteristics.
Birnbera and Snodgrass (1988^
A comparison of the perceptions of management control
systems (MCS) held by U.S. and Japanese managers and workers
was investigated by Birnberg and Snodgrass (1988).
Employees from 22 large manufacturing and construction firms
(i.e., 11 firms from each country) were surveyed, which
provided a sample of 1,051 respondents. Based on the
cultural dimension referred to as individualism/collectivism
by Hofstede (1984), the collectivist nature of Japanese
culture was expected to be characterized as:
. . . reflecting a need to develop oneself through the 
progress of the group. . . . The Japanese worker 
comes to the job prepared to consider the implications 
of his actions on the welfare of other members of the organi zation.
Such a homogeneous, group-oriented culture would be 
expected exhibit a common set of societal values consistent 
with the organization's goals. The cooperation across 
employees would in turn result in greater emphasis being 
placed on communicating across organizational levels since
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less emphasis is needed in enforcement areas of the MCS.
This is in contrast to the primarily individualist U.S. 
workers, who are "more likely to view their actions from the 
perspective of how it affects them or a small peer group 
rather than the organization as a whole." (453) The overall 
findings of the study support these characteristics as they 
relate to the management control system.
Soeters and Schreuder (1988)
Soeters and Schreuder (1988) used six accounting firms 
in the Netherlands to examine the interaction between 
national and organizational cultures. Three local offices 
of international Big Eight firms and three Dutch firms were 
surveyed using Hofstede's Value Survey Module. On the 
uncertainty avoidance and masculinity dimensions, there were 
significant differences between the local firms and the Big 
Eight firms, implying U.S. cultural effects were imported by 
the U.S.-based firms. Generally, there were not obvious 
differences on the power distance and individualism 
dimensions. Additional analysis revealed there was little 
evidence that a socialization process had taken place with 
the Dutch nationals hired by the Big Eight firms. These 
results suggest that the differences were probably 
attributable to a self-selection process either on the part 
of the employees themselves, on the part of the CPA firms, 
or possibly both.
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Karnes f Sterner. Welker r and Wu f19891
Karnes et al. (1989) examined the effects of national 
culture on the perception of unethical business practices of 
public accountants in the United States and Taiwan. The 
individualism dimension of Hofstede's (1984) four cultural 
dimensions was used to predict that the U.S. and Taiwanese 
accountants would perceive unethical situations in different 
ways.6 The 52 accountants (i.e., 20 from the U.S. and 32 
from Taiwan) assigned similarity ratings from zero to nine 
(very similar to very dissimilar) to all possible pairings 
of eight cases. The eight cases were developed to portray 
different ingroups as being affected by the unethical 
business practices. The multiple dimensional scaling 
results (which used INDSCAL) indicated that the U.S. 
accountants appeared to be more concerned with the legal 
ramifications of the unethical business practices. These 
results are consistent with the individualistic U.S. 
culture. The Taiwanese accountants seemed more concerned 
with the effects upon their ingroup. These results are as 
expected of a collectivist society such as Taiwan.
Shackleton and Ali f19901
Shackleton and Ali (1990) used Hofstede's power 
distance and uncertainty avoidance measures to test the
According to the Hofstede (1984, 158) research, the IDV 
index was 91 for the U.S. and 17 for Taiwan (out of a range of 12 to 91) .
strength of two of the cultural variables using samples from 
seven organizations (i.e., four Sudanese, two British, and 
one Pakistani) located in Britain. Sudanese managers values 
tended to be in line with other African and Arabic nations 
reported by Hofstede, and the British scores also closely 
mirrored those of the Hofstede data. In addition, the 
results of the Pakistani subjects, who had spent all or most 
of their adult lives in Britain, indicated indexes closer to 
Pakistan than to Britain (Hofstede, 1984).
Frucot and Shearon f19911
Brownell (1981, 1982) studied the impact of locus of 
control on budgetary participation, performance and job 
satisfaction. Frucot and Shearon (1991) extended this 
research to examine whether culture affected these 
previously studied relationships. Mexican managers were the 
subjects used in the study because of the cultural contrast 
identified between Mexico and the US on three of the 
cultural dimensions of Hofstede (1980). According to the 
Hofstede cultural classifications (i.e., high power distance 
and high uncertainty avoidance), Mexican managers were 
expected to prefer a less participative budgetary process. 
Regression results on all of the manager subjects indicated 
that there was no cultural effect. However, whenever the 
managers were divided into groups according to their 
reporting level, the results indicated that the link between 
locus of control and budgetary participation level was only
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present for upper-level managers. The results for lower- 
level managers are consistent with expectations based on the 
Hofstede PDI and UAI cultural dimensions.
Summary
Chapter Two has discussed the early accounting 
classification studies, which were concerned with examining 
systematic differences across countries or global areas. 
These classifications studies, in turn, led to the 
development of research which attempted to operationally 
define and measure the progress of harmonization. The 
discussions of culture concentrated on developmental and 
definitional aspects of the work done by Hofstede. Studies 
that have used Hofstede's four cultural dimensions, either 
in part or in total, in an accounting context were reviewed. 
This research extends the reviewed research by using 
Hofstede's dimensions to examine the relationship of culture 




The international expansion of business organizations 
has increased the need for international accounting 
principles and practices that fulfill the objective of 
communicating useful accounting information to financial 
statement users. Because of the diversity that is still 
present across countries, the need for harmonization of 
financial accounting practices has received increased 
attention. The process of harmonization, discussed in 
Chapter One, can generally be accomplished in two ways:
(1) by natural evolution brought about by market forces and 
economic development (Van der Tas (1988) refers to this as 
"spontaneous harmonization") and (2) by deliberate 
assistance of an international organization (e.g., IASC).
Culture is generally recognized in anthropology, 
critical theory, psychology, sociology, and business 
management as an important factor in explaining diverse 
beliefs, values, and behaviors across individuals from 
different countries. This cultural element, as it relates 
to different national accounting practices, has received 
attention in the literature during the last two decades. In 
spite of the continued recognition of culture and its
5 9
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probable affects, identification and measurement of cultural 
variables often have used a fragmented approach in research 
reported in the accounting literature. This research 
investigated whether cultural dimensions identified within 
the area of management can be used to explain attitudes 
toward the harmonization efforts of the IASC.
Research Question 
Hofstede's (1984) work-related cultural dimensions and 
Gray's (1988) model of societal cultural patterns were used 
as a framework to test the relationship between culture and 
international harmonization efforts. The cultural 
dimensions developed by Hofstede's research and the specific 
hypotheses that were tested are discussed below. The 
general research question addressed by this study is as 
follows:
Is there a relationship between culture and 
accountants' attitudes toward international 
harmonization efforts?
Target Countries
The target countries for the research were Australia, 
Brazil, Finland, Greece, Japan, Portugal, Singapore, and 
Taiwan. The choice of these eight countries was based on 
two steps. First, each of the four cultural dimension 
indexes for the countries studied by the original Hofstede
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research1 were used to draw international data to answer the 
specific research hypotheses. As an integral part of the 
first step, the two countries that were chosen for each 
hypothesis were selected from the point of view of providing 
the most separation on the one cultural dimension of 
interest and the least separation on the other three 
cultural dimensions. An additional factor considered was 
the feasibility of data collection.2 This study used the 
Hofstede Values Survey Module to verify the power distance, 
uncertainty avoidance, individualism, and masculinity 
indexes. In turn these indexes were mapped against 
attitudes toward harmonization efforts to test specific 
hypotheses.
Statement of Hypotheses
The merging of the intent of the cultural variables
and the research question produced the following four
testable hypotheses. The hypotheses (stated in the null
form) that were tested by this research are:
HdJ There is no difference in the attitudes
toward the Comparability Project (E32) of the 
IASC for countries based on the Power Distance 
Index (PDI).
1See Tables 3.1, 3.2, 3.3, and 3.4 of this chapter for 
more detail concerning the Hofstede index values.
2Although Israel emerged as a probable target country 
from the two steps discussed, national law relating to the 
size of public accounting firms made the collection of data, 
at the very least, impractical.
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Hoz: There is no difference in the attitudes
toward the Comparability Project (E32) of the 
IASC for countries based on the Uncertainty 
Avoidance Index (UAI).
Ho3: There is no difference in the attitudes
toward the Comparability Project (E32) of the 
IASC for countries based on the Individualism 
Index (IDV).
H04: There is no difference in the attitudes
toward the Comparability Project (E32) of the 
IASC for countries based on the Masculinity 
Index (MAS).
Hypothesis One: PDI
Hofstede's power distance variable represents a 
measure of the perception of interpersonal power or 
influence between a superior and a subordinate in the work 
environment. The subjective factors involved in this 
superior/subordinate relationship are controlled by the 
individuals' mental programming. In turn, this mental 
programming is influenced by cultural norms as evidenced by 
the individuals' personality and value structures. Hofstede 
found that individuals in countries ranking high on the 
power distance index (PDI) indicated greater feelings of 
fear related to disagreeing with their supervisors and 
showed less questioning of authority in general. The power 
distance dimension can be considered a measure of norm 
authoritarianism, which applies to the cultural level rather 
than the individual or personal level (Hofstede 1984, 
87-100). High FDI countries (i.e., those which subscribe to
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greater power inequalities) should be more accepting of 
harmonization provisions handed down from international 
organizations representing authority. Therefore, high PDI 
countries would be expected to be more inclined to accept 
institutional harmonization efforts (i.e., E32), while low 
PDI countries would not be expected to. This, in turn, 
leads to the following testable hypotheses regarding the 
power distance cultural dimension.
HA1: The responses of subjects in a country which
ranks high on PDI will agree more with the 
harmonization efforts of E32 than the 
responses of subjects in a country which 
ranks low on PDI.
The PDI scores for the countries surveyed by the 
Hofstede research are given in Table 3.1. As indicated on 
the Table, Brazil and Finland were used to test Hypothesis 
One concerning the power distance dimension.
Hypothesis Two: UAI
A second key cultural response within the 
organizational work environment is uncertainty. The ways in 
which uncertainties are dealt with are dependent upon the 
perception of these uncertainties by individuals within the 
organization. "Some individuals may have a very high 
tolerance for ambiguity and uncertainty so they may perceive 
situations as less uncertain than others with lower 
tolerances.” (Duncan 1972, 325) Others have a great need 
for rules and rituals to govern their lives at all levels.
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Table 3.1— Power distance index (PDI) values by country
(Hofstede 1984, 77)
Country PDI Countrv PDI
Philippines 94 Japan 54
Mexico 81 Italy 50
Venezuela 81 South Africa 49
India 77 Argentina 49
Singapore 74 U.S.A. 40
Brazil 69 Canada 39Hong Kong 68 Netherlands 38France 68 Australia 36
Colombia 67 West Germany 35
Turkey 66 Great Britain 35
Belgium 65 Switzerland 34
Peru 64 Finland 33
Thailand 64 Norway 31
Chile 63 Sweden 31Portugal 63 Ireland 28
Greece 60 New Zealand 22Iran 58 Denmark 18Taiwan 58 Israel 13Spain 57 Austria 11
Pakistan 55 Mean of 39 countries 51
Hofstede (1987, 3) refers to the ritual nature of accounting
in the following way:
From a cultural point of view, accounting systems in 
organizations are best understood as uncertainty- 
reducing rituals, fulfilling a cultural need for 
certainty, simplicity, and truth in a confusing 
world, regardless of whether this truth has an objective base.
Hofstede (1984, 139-145) found that countries which 
ranked highly on the uncertainty avoidance index (UAI) 
indicated a preference for structure, for order, and for 
clear requirements and instructions. Accountants in a 
country which holds a strong belief in a preference for
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structure would be expected to prefer a clear set of 
harmonized international measurement and disclosure 
requirements to guide them in their work (i.e., to remove
some of the uncertainty of the work environment). High UAI
countries would therefore be expected to favor the 
harmonization efforts of the IASC, while low UAI countries 
would not be as likely to favor such efforts.
HA2: The responses of subjects in a country which
ranks high on UAI will agree more with the 
harmonization efforts of E3 2 than the
responses of subjects in a country which
ranks low on UAI.
The UAI scores for the countries surveyed by the 
Hofstede research are given in Table 3.2. As indicated by 
the shading in the table, Greece and Singapore were used to 
test Hypothesis Two concerning the uncertainty avoidance 
cultural measure.
Hypothesis Three: IDV
Based on environmental factors present within 
societies, which have been referred to earlier (i.e., 
economic, political, social), the importance and acceptance 
of an independent attitude and individual initiative varies 
from country to country. The development and growth of 
professional organizations and the accounting profession's 
campaign for self-control also varies across countries, 
depending upon whether the law, professional organizations, 
or some combination of the two are the guiding force(s) for
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Table 3.2— Uncertainty avoidance index (UAI) values
by country (Hofstede 1984, 122)
Country____________________ UAI Country______________UAI
Greece 112 Thailand 64Portugal 104 Iran 59
Belgium 94 Finland 59Japan 92 Switzerland 58
Peru 87 Netherlands 53France 86 Australia 51
Chile 86 Norway 50Spain 86 South Africa 49Argentina 86 New Zealand 49Turkey 85 Canada 48Mexico 82 U.S.A. 46Israel 81 Philippines 44Colombia 80 India 40Venezuela 76 Great Britain 35Brazil 76 Ireland 35Italy 75 Hong Kong 29Pakistan 70 Sweden 29Austria 70 Denmark 23Taiwan 69 Sincrapore m mWest Germany 65 Mean of 39 countries 64
the promulgation of accounting standards. For example, the 
concepts of independence and fair presentation have 
significant importance in some countries (e.g., the United 
States and Great Britain). However, in many countries 
(e.g., West Germany and Japan), the work of accountants is 
heavily influenced and regulated by government at the 
federal level (Stamp and Moonitz 1979).
A culture which believes strongly in the importance of 
professional judgment, professional endeavors, and an 
autonomous professional organization is consistent with the 
belief in independent individual effort and decision making.
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Such an environment would be expected to rank highly on the 
Individualism cultural index (IDV) and would be expected to 
favor international accounting standards which allowed for 
judgment and interpretation based upon the individual 
situation and the environmental factors of the country 
involved. High IDV countries would be expected to be less 
willing to accept externally imposed international 
harmonization efforts, and low IDV countries would be 
expected to be more willing to accept such efforts.
HA3: The responses of subjects in a country which
ranks low on IDV will agree more with the 
harmonization efforts of E32 than the 
responses of subjects in a country which 
ranks high on IDV.
The IDV scores for the countries surveyed by the 
Hofstede research are given in Table 3.3. The shading 
within the table indicates that Australia and Taiwan were 
used by to test Hypothesis Three concerning the 
individualism cultural dimension.
Hypothesis Four: MAS
Based on the socialization process present from birth, 
society members are mentally programmed in what is 
considered acceptable sex-role stereotype attitudes and 
behaviors. Societies with a common sex-role socialization 
background will tend to be grouped together on the 
assertiveness/nurturing continuum. This continuum describes 
the masculine/feminine poles which compose Hofstede's
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Table 3.3— Individualism index (IDV) values by country
(Hofstede 1984, 158)
Country IDV Country IDV
U.S.A. 91 India 48Australia Japan 46
Great Britain 89 Argentina 46Canada 80 Iran 41
Netherlands 80 Brazil 38
New Zealand 79 Turkey 37
Italy 76 Greece 35Belgium 75 Philippines 32
Denmark 74 Mexico 30Sweden 71 Portugal 27
France 71 Hong Kong 25Ireland 70 Chile 23
Norway 69 Singapore 20
Switzerland 68 Thailand 20
West Germany 67 Taiwan 17
South Africa 65 Peru 16Finland 63 Pakistan 14Austria 55 Colombia 13Israel 54 Venezuela 12Spain 51 Mean of 39 countries 51
masculinity cultural index (MAS). High MAS countries have a 
"money and things" orientation; they place more importance 
on earnings, achievement, challenge, and independent 
decision making. A country with a strong money orientation 
would be expected to allow economics to drive decisions 
(e.g., the transfer pricing example discussed earlier), 
which would be indicative of a higher MAS index. Such a 
country would be expected to favor international 
procedures which allow for the exploitation of the national 
differences.
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Low MAS countries have a "people" orientation; they 
place greater importance on cooperation, group decisions, 
and an interdependence ideal. A country with an attitude 
toward cooperating with group or organizational decisions 
and stressing the concept of interdependence is consistent 
with the low MAS cultural measure. Such a country would be 
expected to favor efforts aimed at the common purpose of 
improving international financial accounting information.
Low MAS countries should be expected to favor the efforts of 
the IASC's E32, and high MAS countries would not be expected 
to favor such efforts.
HA4: The responses of subjects in a country which
ranks low on MAS will agree more with the harmonization efforts of E32 than the 
responses of subjects in a country which 
ranks high on MAS.
The MAS scores for the countries surveyed by the 
Hofstede research are shown in Table 3.4. The shading 
within the table indicates that Japan and Portugal were used 




Professionals working in the offices of international 
accounting firms in the target countries were the subjects 
surveyed by this research. The questionnaire was mailed to 
the subjects with a cover letter requesting their
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Table 3.4— Masculinity index (MAS) values by country
(Hofstede 1984, 189)
Country MAS Country MAS
Japan 95 Canada 52
Austria 79 Pakistan 50Venezuela 73 Brazil 49Italy 70 Singapore 48Switzerland 70 Israel 47
Mexico 69 Turkey 45
Ireland 68 Taiwan 45Great Britain 66 Iran 43
Germany 66 France 43Philippines 64 Spain 42Colombia 64 Peru 42South Africa 63 Thailand 34
U.S.A. 62 Portugal 31
Australia 61 Chile 28New Zealand 58 Finland 26
Greece 57 Denmark 16
Hong Kong 57 Netherlands 14Argentina 56 Norway 8India 56 Sweden 5Belaium 54 Mean of 3 9 countries 51
cooperation in responding to the survey and guaranteeing 
their individual and firm anonymity.
Hypothesis Testing
Since the countries used to test the four hypotheses 
were predetermined, differences between the specified 
countries are analyzed by separate variances t-tests. Such 
differences are examined both at the overall level and as 
they relate to specific accounting issues. Testing at both 
levels is important because even though a group of subjects 
agreed with the concept of harmonization, they might not be
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willing to give up a specific accounting procedure (e.g., 
the use of LIFO) to achieve harmonization.
Additional Analysis
Previous studies on culture have typically examined
differences between two or more countries (e.g., Hofstede
1984, Hofstede and Bond 1984, Birnberg and Snodgrass 1988,
Karnes et al. 1989, Frucot and Shearon 1991). This practice
is in part based on the proposition of Hofstede, as
explained by Adler (1983, 40), who refers to the problem of
studying the aggregate concept of culture as though
individuals were being examined.
Cultures are not individuals; they are wholes, and 
their internal logic cannot be understood in the terms 
used for personality dynamics of individuals . . .
The ecological fallacy is the confusing of country or 
cultural level (ecological) correlations with individual correlations.
There are some potential problems with strict reliance 
on this proposition for the current study. First, the 
Hofstede data is somewhat dated. Even though recent studies 
(Karnes et al. 1989, Shackleton and Ali 1990, Frucot and 
Shearon 1991) have found general consistency with at least 
one of the measures, there was no guarantee that this 
study's cultural indexes would correspond to Hofstede's 
measures. In other words, what had been ex ante specified 
as a high or low country on a cultural dimension might not 
achieve the desired separation.
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A second problem related to the differences in the 
industries from which the data have been collected. The 
Hofstede data (1984) surveyed approximately 50 occupational 
categories. This study used professionals of Big Six 
accounting firms in the target countries. There may be 
differences related to the occupational/professional 
classifications of the employees surveyed as compared to the 
Hofstede data.
Related to this is the potential problem caused by 
heavy reliance on Big Six firms or other large multinational 
firms. Such reliance presents the potential problem of 
organizational culture being a part of the difference. As 
Soeters and Schreuder (1988) point out, there is the 
potential for a double selection biasing effect. There may 
be a self-selection process by employees, or a selection 
process by firms, or both. This may lead to employees of 
Big Six firms having less cultural differences than would 
other members of the profession. As such, cultural indexes 
in this study are an industry-specific cultural measurement 
and may tend to be an understatement of the national culture 
(Schreuder, 1987).
As a second-stage analysis, data were collected which 
allowed for the computation of the cultural measures used by
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Hofstede. This procedure provided the basis for the 
development of a general regression model across countries.3
Variables
For the general model, the predictor (independent) 
variables are the scores on the measures of the cultural 
dimensions of power distance, uncertainty avoidance, 
individualism, and masculinity. Examining the relationship 
of these cultural measures on the criterion or output 
(dependent) variable, beliefs and attitudes toward 
harmonization efforts (i.e., E32— the Comparability Project 
of the IASC) was the focus of this study.
Questionnaire
Responses were collected by a self-report 
questionnaire, which was composed of three parts (see the 
Appendix). Two forms of the survey instrument were used.
The response order on Form X was the reverse of Form Y to 
remove any response-order bias.4 The first part (items 1- 
27) was designed to access values and beliefs composing the
3The cultural indexes developed by Hofstede are 
calculable only at the country level. In an attempt to gain 
additional insights, the four cultural indexes were decomposed 
to the individual level by multiple methods for the regression 
analysis.
“A special data-entry program designed by a dissertation 
committee member promoted easy and accurate entry of the data 
and compensated for the Form X and Y questionnaire differences.
cultural dimensions of interest (i.e., Hofstede's Values 
Survey Module). The second part (items 28-37) elicited 
demographic data for the purpose of developing a profile of 
the respondents. The last part (items 38-42) obtained 
responses concerning attitudes toward E32— the Comparability 
Project of the IASC. All of the items except items 30, 31, 
and 34-42, which called for responses concerning accounting 
certification, educational locations, area of work, and IASC 
E32, have been adapted from Hofstede's (1984) extensive 
research and have been updated according to recent 
suggestions of Hofstede.5 Table 3.5 identifies the 
questionnaire items that compose each of the four cultural 
dimensions.
Although professionals working in Big Six 
international offices have a "working knowledge" of English, 
translated versions of the questionnaire were provided where 
it was believed inclusion might increase the ease with which 
the survey could be answered. Translated versions were 
included to the three following countries: (1) Brazil -
Spanish,6 (2) Japan - Japanese, and (3) Taiwan - Chinese.
sSee Hofstede, 1984, pp. 283-286, for the complete Values Survey Module.
6Since a Portuguese version of the Values Survey Module 
was not available, a Spanish version was considered to be 
potentially useful for the Brazilian subjects.
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The Values Survey Module items used by the study 
(i.e., items 1-29, 32, 33) were obtained from Hofstede. The 
items specific to this questionnaire (i.e., items 30, 31, 
and 34-42), as well as the cover letter, were translated by 
foreign language professionals. Since two versions of each 
translation were used, the response categories were reversed 
from form X for form Y. The accuracy of the two forms of
the survey were then checked by individuals other than the
original translators.
Table 3.5— Cultural dimension questionnaire identification
Item No. __________________ Questionnaire Tonic__________
Power Distance Index fPDI)
26. subordinates express disagreement
19. manager preference
20. own manager's style
Uncertainty Avoidance Index fUAI’l
21. feel nervous or tense (stress)
22. breaking of organization rules (rule
orientation)
27. expected employment tenure (employment
stability)
Individualism Index flDV)
4. good physical working conditions
1. sufficient time for personal life
13. live in a desirable area
8. cooperation between workers
Masculinity Index fMAS1)
8. cooperation between workers




In the last part of the questionnaire, degrees of 
agreement or disagreement (1) with the overall objective of 
E32 and (2) with specific issues within the comparability 
project were surveyed. The Statement of Intent, issued in 
July, 1990, was the IASC Board's response to the more than 
160 comment letters (IASC 1990) received concerning the 
proposals in E32. As explained in the Statement of Intent 
(1990, Para. 9), the Board decided that:
(a) twenty one of the twenty nine proposals in E32 
should be incorporated in revised International 
Accounting Standards without substantive change
(b) three of the proposals in E3 2 require substantive 
change and should be reexposed . . . ; and
(c) reconsideration of five of the proposals should be 
deferred pending further work . . .
Based on the comment letters, items (b) and (c) 
indicate the eight topics the Board determined to be 
"problem areas." Table 3.6 indicates the original proposal 
from E32 and the Statement of Intent proposal for the three 
items referred to in (b) above. The content of these three
(b) topics were used as a basis for the questionnaire items 
39-41, which sampled attitudes and beliefs toward specific 
harmonization issues.
The first section of the questionnaire is directed 
toward measurement of cultural dimensions. Each cultural 
measurement of this research focuses on the beliefs and
Table 3.6— Issues requiring substantive changes from
proposals in E32
January, 1989 July, 1990
Topic Oriainal E32 Statement of Intent
Assigning Cost LIFO as LIFO treatment
to Inventories alternative eliminated
treatment
Research and Asset Asset recognition
Development recognition required in most




Borrowing Recognize Borrowing costs




values of the individuals of each country surveyed. The
cultural dimension indexes (PDI/ UAI, IDV, and MAS) were
computed using ■the procedures developed by Hofstede. The
formula for the PDI calculation is:
PDI = 135 - 25 (mean "subordinates express
disagreement" - Q26)
+ (% perceived manager 1 + 2 of Q19)- (% preferred manager 3 Of Q20)
The formula for the 1UAI is:
UAI = 300 - 30 (mean "breaking of organizational
rules" - Q22)
- (% intending to stay less than5 years - Q27)
- 40 (mean "feel nervous or tense" - Q21)
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The IDV measure and the MAS measure were computed 
using the mean "work goals" scores on selected items from 
questions 1-18. The formula for the calculation of the IDV 
index is:
IDV = 76 (mean "importance of good physical working 
conditions" - Q4)
- 4 3 (mean "importance of having sufficient
time left for personal or family life" - Ql)
- 27 (mean "importance of living in desirable
area" - Q13)
+ 30 (mean "importance to work with people who 
cooperate well with another" - Q8)
- 29.
The formula for the calculation of the MAS index is:
MAS = 60 (mean "importance of working with people who 
cooperate well with another" - Q8)
- 66 (mean "importance of having an opportunity of
high earnings" - Qll)
+ 30 (mean "importance of having security of 
employment" - Q6)
- 39 (mean "importance of having an opportunity
for advancement to higher level jobs" - Q14)
+ 76.
A multiple regression model was used to test the 
effect of the cultural indexes (i.e., PDI, UAI, IDV, MAS) 
across countries. Individual respondents' indexes were 
tested against both generalized and specific harmonization 
beliefs. Table 3.7 gives the regression model that was used 
for the analysis.
Based on the cultural dimension discussions presented 
earlier, Table 3.8 shows the coefficient expectations which 
can be derived from the hypotheses. Each of these 
coefficients was tested against the null that there is no
Table 3.7— Regression model
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Y = a + BiXj + B2x2 + B3x3 + B4x4 + e
where: Y = harmonization beliefs
Xj. - x4 = constants: 
xt = PDI 
X2 = UAI 
X3 = IDV 
X4 = MAS 
Bx - B4 = parameters 
e = error term
difference in the harmonization beliefs across individuals 
surveyed.
Table 3.8— Multiple Regression Coefficient Expectations
B3 B2 B3 B4
positive positive negative negative
Summary
This chapter presents the method used to answer the 
research question of interest: Is there a relationship
between culture and attitudes toward international 
harmonization efforts? The method for target country 
selection and development of the research hypotheses are 
discussed. Data collection, cultural index calculation and 
statistical analyses are presented.
CHAPTER FOUR
DATA ANALYSIS
Chapter Four reports the analyses and results of the 
study. The first section discusses data collection 
procedures. The second section reports the analyses of the 
research hypotheses. The last section reports demographic 
information related to the respondents.
Data Collection 
The subjects of this study were accountants working 
in the overseas offices of Big Six accounting firms in the 
following countries: Australia, Brazil, Finland, Greece,
Japan, Portugal, Singapore, and Taiwan.1 Surveys were 
mailed during the spring of 1992 to the main offices of the 
accounting firms. The firms, in turn, transmitted the 
surveys to their overseas offices in the respective 
countries.2
^efer to the Chapter Three discussion of target 
countries for the selection procedures used.
2It should be noted that data collection is continuing 
and expanding. In particular, efforts are being made to 
obtain additional responses from those countries which have 
small response rates. Readers are encouraged to contact the 
author for the latest statistics.
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Each subject received a packet consisting of a cover 
letter, the four-page survey, an Exposure Draft 32 summary 
sheet, and an envelope.3 The completed surveys (in sealed 
envelopes) were returned to the main offices of the 
respective accounting firms and forwarded intact to the 
researcher.
English versions of the instrument were used in all 
eight countries. In addition, translated versions of the 
questionnaire were sent to the following three countries: 
Brazil - Spanish, Japan - Japanese, and Taiwan - Chinese. 
Although accounting professionals working in Big Six 
overseas offices are expected to have a "working knowledge" 
of the English language, the translated versions were 
included since some respondents were expected to feel more 
comfortable responding to a survey presented in a language 
more familiar than English.4
Response Rate
Table 4.1 summarizes information concerning the number 
of questionnaires sent to each of the target countries and 
the response rate of each of the respective countries. The
3See the Appendix for a copy of the English version of the survey instrument.
4The basic Spanish, Japanese, and Chinese Values 
Survey Module questionnaire items were obtained, with 
permission for their use, from Professor Geert Hofstede.The accounting-specific questionnaire items, (i.e., items 
30-31 and 34-42) were translated by foreign language 
professionals for inclusion in this survey instrument.
number of surveys are greater for the countries that 
received both English and translated versions of the survey 
instrument.
Table 4.1— Survey response rate
Total 
No. of
Number of Responses (Percents TotalResponseCountrv Surveys ENGL CHNS JPNS SPNH Rate
Australia 60 36
(60.0)







—  —  — 16. 7
Greece 60 16
(26.7)







—  —  — 48. 3
Singapore 60 20
(33.3)





Unusable 9b _  _
Totals 570 254 25 29 11 56.0
Versions: ENGL = English; 
SPNH = Spanish CHNS = Chinese; JPNS = Japanese;
“ These countries received 60 English versions and 30 
translated versions of the survey.





(319) includes nine surveys that 
used, producing 310 usable
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Data Entry and Analysis
For each language, two forms of the questionnaire were 
used. Form Y was an inverted-answer version of form X. In 
brief, the order of the response categories was reversed for 
Form Y. By reversing the response order for one-half of the 
questionnaires, any potential response-order bias is 
eliminated.
A separate variances t-test was performed to test the
equality of the mean responses of each two-country set. The
two-sample t-test does not require the assumption that the
population variances are equal. The t-statistic estimates
each sample variance separately (Dixon 1983,96):
t = (x, - x2)/[ (Sl2/Ni) + (s22/N2) ]1/2 
The degrees of freedom for the separate-variances
t-statistic are calculated by the following formula
(Dixon 1983,96):
f = [(cVNi—1) + (l-c)2/(N2 -I)]"1
where:
c =(s12/N1)/[ (s^/Nx) + (s22/N2) ]
Survey Results and Tests of Hypotheses 
Hypothesis One
The power distance cultural variable (PDI) is the 
focus of Hypothesis One. As discussed in Chapter Three, PDI 
is considered to be a measure of norm or cultural 
authoritarianism. Countries scoring higher on the PDI are
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expected to be more accepting of harmonization standards and 
procedures promulgated by organizations perceived to 
represent authority in the area, and vice versa. This 
expectation leads to the following hypothesis:
Hal: The responses of subjects in a country which
ranks high on PDI will agree more with the 
harmonization efforts of E32 than the responses 
of subjects in a country which ranks low on PDI.
As outlined in Table 3.1 of Chapter Three, Brazil and 
Finland were used to test Hypothesis One. Table 4.2 
summarizes the results of the t-tests for the PDI countries. 
Results are shown for survey Items 38-42. Item 38 is 
concerned with general attitudes toward harmonization 
efforts and the IASC Comparability Project (E32). Items 39 
through 41 are concerned with specific accounting topics 
addressed by E32. Item 42 is a statement concerned with 
harmonization in general.5
The results of the t-tests for the power distance 
variable indicate that there are no significant differences 
between the mean responses of the countries on the general 
and specific harmonization questions. As a result, Null 
Hypothesis One cannot be rejected.
It should be noted that the lowest response rate was 
from Finland (i.e., only 10 responses from 60 surveys for a
sItem 39 - remove the LIFO alternative; Item 40 - 
require capitalization of research and development costs; 
Item 41 - require capitalization of borrowing costs; and 
Item 42 - all corporations required to use same standards. 
See the Appendix for the specific survey items.
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16.7% response rate). Hofstede (1980) warns about using 
less than 20 responses from a country for ecological 
comparisons. This very low response rate from Finland may 
be at least partially responsible for a lack of any 
significant differences between the countries on the power 
distance dimension.
Hypothesis Two
The second cultural variable, uncertainty avoidance 
(UAI), is concerned with the extent to which individuals 
prefer structure to deal with the uncertainty and ambiguity 
in their environment. Accountants in a culture scoring
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higher on the UAI hold a strong belief in rules and rituals 
to help in dealing with uncertainty. Such a belief would be 
expected to promote a preference for a clear set of 
harmonized international measurement and disclosure 
procedures to guide them. Such an expectation leads to the 
following research hypothesis:
HA2: The responses of subjects in a country which
ranks high on UAI will agree more with the 
harmonization efforts of E32 than the responses 
of subjects in a country which ranks low on UAI.
As discussed in Table 3.2 of Chapter Three, Greece and 
Singapore were used to test Hypothesis Two. Table 4.3 
summarizes the results of the separate variances t-test for 
the UAI countries for survey Items 38-42.
The results of the t-tests for the uncertainty 
avoidance variable indicate that there is a significant 
difference in the attitudes toward international 
harmonization in general (Item 38) for the countries tested. 
As a result, Null Hypothesis Two for overall harmonization 
efforts is rejected. However, the null hypothesis cannot be 
rejected for survey Items 39 through 42. As noted in Table
4.3, two of the non-significant Items (40 and 42) had 
responses in the hypothesized direction and two (Items 39 
and 41) did not.
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*Significant at the .01 level
Hypothesis Three
The third cultural variable, individualism (IDV), 
represents a measurement of the relative importance societal 
members place upon their own views or those of the group of 
which they are a member. A culture which promotes the 
importance of individual effort and decision making would be 
expected to favor international accounting standards which 
allow for judgment and interpretation based upon the 
individual situation and environmental factors within the 
country. A high IDV country would be expected to be less
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willing to accept externally imposed international 
accounting standards which limit acceptable alternatives. 
Such an expectation leads to the following hypothesis 
concerning IDV:
HA3: The responses of subjects in a country which
ranks low on IDV will agree more with the 
harmonization efforts of E32 than the responses 
of subjects in a country which ranks high on IDV.
As specified in Table 3.3 of Chapter Three, the 
responses of Australia and Japan are used to test Hypothesis 
Three. Table 4.4 shows the results of the separate 
variances t-test for the countries for survey Items 38-42.
The results of the separate-variances t-tests for the 
individualism (IDV) variable indicate differences on two 
questionnaire Items. First of all, there is a highly 
significant difference in attitudes toward the removal of 
the LIFO alternative for inventory valuation (Item 39), with 
Australia strongly favoring such a standard. These results, 
however, are not in the hypothesized direction.6
Ethnocentricity may offer a possible explanation for 
the response direction. It may be related to Australia's 
professional tie to the American and Anglo-European cultures 
and their leadership in organizations promoting 
international harmonization. Since it is contrary to 
expectations as they relate to the individualism literature,
6These comments are based on the standard assumption 
that a reproduction of the study with hypotheses in the 
opposite direction would give the same results.
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♦Significant ;at the .01 level
it is an interesting result which warrants further
investigation •
Results also indicate significant differences, in the
hypothesized direction, between the country mean responses 
in attitudes toward capitalization of borrowing costs. Less 
individualist Taiwan is more in agreement with the 
capitalization of borrowing costs than the more 
individualist Australia. As a result of the analysis of the 
individualism variable, the Null Hypothesis Three for 
capitalization of borrowing costs (Item 41) is rejected and
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the null hypotheses for the other Items cannot be rejected. 
It should be noted that failure to reject on Item 39 (LIFO) 
is based on the directionality of the test. Therefore, the 
analysis of the IDV variable produced mixed results.
Hypothesis Four
The fourth cultural variable, named Masculinity (MAS)
by Hofstede (1980), refers to societally accepted sex roles.
What each society considers acceptable is mentally
programmed from birth through the socialization process.
High-scoring MAS countries have a "money and things"
orientation, while low-scoring MAS countries have more of a
"people" orientation. Since high MAS countries tend to
place more importance on earnings, the expectation would be
for economics to drive attitudes toward harmonization. High
MAS countries would be expected to favor procedures that
allow for the economic exploitation of national differences.
This expectation leads to the following research hypothesis:
HX4: The responses of subjects in a country which
ranks low on MAS will agree more with the 
harmonization efforts of E32 than the responses 
of subjects in a country which ranks high on MAS.
Table 3.4 of Chapter Three presents information
concerning MAS scores and indicates that Japan and Portugal
are used to test Hypothesis Four. Table 4.5 shows the
results of the separate-variances t-test for the MAS
countries.
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★Significant at: the .01 level
The results of the t-tests for the masculinity 
variable indicate statistical differences on questionnaire 
Items 39 and 40. As hypothesized, low MAS Portugal is more 
in favor of these specific elements of the E32 than the High 
MAS Japan. This result was particularly expected on Item 
39, which refers to the removal of the benefits of LIFO 
valuation for inventory. As a result, Null Hypothesis Four 
is rejected for Items 39 and 40, but cannot be rejected for 
the other three Items.
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Item 42
Item 42 was included in the survey as a potential 
check against the responses on Item 38. The context of the 
Item 42 statement (i.e., "I think all corporations should 
follow the same reporting standards.") was intended to 
mirror a positive stance toward international harmonization 
efforts. However, comments added by respondents to this 
Item point to two possible explanations for it not having 
discriminating power. First of all, respondents commented 
that (1) different circumstances, (2) different types of 
corporations, and (3) different industries must be 
considered. These comments point to the practical issues of 
the harmonization movement. International harmonization can 
be much easier to endorse from a conceptual standpoint than 
from a practical one. The second issue concerns whether the 
Item 42 statement was interpreted as a statement endorsing 
harmonization or uniformity. While harmonization promotes 
the international limitation of alternatives allowed by 
diverse national standards and practices, uniformity 
advocates a single set of standards to be used by ail. The 
direct wording of Item 42 may have warranted consideration 
of the uniformity issue.
Extension of the Analysis
The countries used for hypothesis testing were based 
on Hofstede's (1980) index values and were ex ante 
specified. The subjects' responses on the Values Survey
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Module permit the calculation of cultural indexes for the 
countries surveyed.7 Table 4.6 shows the cultural indexes 
for the eight countries used in the earlier analysis, as 
well as the indexes for two other countries (i.e., Canada 
and the United States) from which data were drawn. The 
indexes for the current data and for Hofstede's earlier 
analysis and calculation are shown. As indicated in the 
Table 4.6, there are some confirmatory results and some 
substantially different results.
As a form of sensitivity analysis to confirm the 
earlier results, the extended analysis used other country 
combinations based on the current indexes. In this 
analysis, the low-sample countries of fewer than 20 
responses from the earlier analysis were removed (i.e., 
Finland and Greece). The two additional countries (Canada 
and the United States) were included. Country selection for 
the extended analysis was based on those countries which had 
the most separation on the cultural index of interest and 
the least separation of the other three indexes, while 
retaining the restriction of not using a country more than 
once. Table 4.7 shows the results of re-analysis of the 
data removing the countries not meeting the "minimum of 20" 
prescribed by Hofstede.
7See Table 3.5 for questionnaire items that are used 
in the calculation of specific indexes.
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Table 4.6— Cultural indexes for ten countries
Cultural Current Hofstede
Country Index Index IndexAustralia PDI 53 36n=36 UAI 29 51IDV 58 90
MAS 82 61
Brazil PDI 69 69
n=41 UAI 55 76IDV 62 38
MAS 78 49
Finland* PDI 53 33n=10 UAI -5 59IDV 32 63
MAS 20 26
Greece* PDI 93 60n=l6 UAI 65 112IDV 21 35
MAS 38 57
Japan PDI 79 54n=87 UAI 46 92IDV 77 46
MAS 70 95
Portugal PDI 47 63n=29 UAI 21 104IDV 29 27
MAS 89 31
Singapore PDI 64 74n=20 UAI -19 8IDV 6 20
MAS 42 48
Taiwan PDI 99 58
n=71 UAI 19 69IDV 44 17
MAS 48 45
Canada PDI 39 39n=54 UAI 29 48
IDV 59 80
MAS 84 52
U.S. PDI 81 40n=71 UAI 7 46IDV 77 91MAS 62 62*Hofstede warns about computing the indexes for countries of< 20. The indexes for Finland and Greece are presented forillustrative ourooses only.
A comparison of the original tests (i.e., Tables 4.2,
4.3, 4.4, and 4.5) with Table 4.7 points to several 
conclusions. In the new analysis three of the Items for PDI 
are significant. However, on Item 39, the direction is not 
as expected. This is in contrast to the original analysis 
where no significant differences were determined. In 
addition, only survey Item 38 (i.e., the general 
harmonization item) indicates significant differences for
Table 4.7— T-test results for re-analysis of data
using sample size > 20
IndexCountries 038
Significant at . 039 040 01 level*041 042
PDI
Canada/Taiwan *a * * —
UAI
U.S./Brazil * * * —  —
IDV
Japan/Portugal — * * —  —
MAS
Australia/Singapore *a *a — —  —
“ t-statistic is significant 
direction
, but not in the hypothesized
the UAI in the original analysis. Items 38, 39, and 40 are 
found to be significant in the extended analysis. For the 
PDI and the UAI analyses, the differences could be 
attributable to the small-sample size countries in the 
original analyses (i.e., Finland, n = 10 and Greece, n = 
16). However, for all of the analyses, the differences may
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be attributable to changes, over time, in the cultural 
values originally calculated by Hofstede.
While the original analysis of the IDV variable 
indicates significance for only Item 39, the extended 
analysis indicates significance for Items 39 and 40. A 
comparison of the analyses for MAS indicates highly 
significant results for Items 39 and 40. However, in the 
new analysis, the only significant differences, on Items 38 
and 39, were in the direction not hypothesized.8
Additional Analysis
Hofstede (1980), as well as Adler (1983) have 
specifically warned researchers about confusing individual 
information with those of groups (e.g., country data). When 
this confusion occurs, referred to as the ecological 
fallacy, the research also runs contrary to most of the 
cross-cultural literature (e.g., Hofstede 1984, Hofstede and 
Bond 1984, Birnberg and Snodgrass 1988, Karnes et al. 1989, 
Frucot and Shearon 1991).
Not withstanding this warning and in an attempt to 
gain insights, an additional analysis used the cultural 
indexes of individuals to examine the predictive power of 
attitudes toward harmonization efforts. Both Logistic 
Regression and Probit Regression were run on the individual
8An analysis was also run that used a country more 
than once if the current index value warranted. The 
analysis indicated results similar to those in Table 4.7.
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indexes for all five harmonization attitude questions. 
Examination of the results of both regressions indicates 
almost identical results and limited success in estimating 
the coefficients for the independent cultural variables. 
Table 4.8 gives the significant results that correspond to 
the direction originally predicted by the hypotheses.
Examination of the results presented in Table 4.8 
reinforces the warning of Hofstede discussed earlier. This 
study produced stronger results at the country level of 
analysis than it did for individuals. As such, it lends 
additional support to the ecological fallacy concept.










* significant at the .01 level
Demoaraphi cs
Aae Classification and Sex
Several items of demographic information were obtained 
through the survey instrument. Table 4.9 summarizes the
data concerning the age and sex of the participants (Items 
28 and 29 of the questionnaire). The majority of the 
respondents (almost 84 percent) were between the ages of 20 
and 34. The age classifications used by the survey were 
those used by Hofstede (1980) in the development of the 
instrument and in the collection of data with the Values 
Survey Module.






Under 20 0 0.0
20 - 24 38 12.2
25 - 29 158 51.0
30 - 34 64 20.6
35 - 39 25 8.140 - 49 20 6.5
5 0 - 5 9 5 1.6
60 or over 0 0.0
Total 310 100.0





“One subject did not respond to this item.
Work Assignment Area
Table 4.10 summarizes the information concerning 
primary work assignment area (Item 34). An overwhelming 
number of the subjects (almost 90 percent) work in the
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auditing area. Respondents selecting the "other11 category 
listed a variety of work areas: litigation/consulting,
insolvency, business systems consulting, enterprise, 
research, business advising, and real estate consulting.








Management consulting 19 6.1
Other 12 3.9
Total 308 99.4
“Two subjects did not respond to this item.
Orcranizational Position
Table 4.11 summarizes information concerning the 
organizational position held in the firm by the responding
Table 4.11— Organizational position
Number of Percent"
Position Resoonses of Total
Junior staff 95 30.6








“One subject did not respond to this item.
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accounting professionals (Item 37). Most of the respondents 
were staff accountants (approximately 65 percent). These 
were the main focus of the research since staff positions 
were expected to be composed mainly of nationals.
International Engagements
Item 37 of the survey requested information concerning 
the number of international engagements on which the 
respondents had worked. Table 4.12 summarizes information 
from this question. More than half of the respondents 
(approximately 59 percent) have worked on less than five 
international engagements.




ResDonses Percent* of Total
None 101 32.6
1 11 3.5
2 to 5 70 22.6
6 to 10 41 13.2more than 10 79 25.5
Total 302 97.4
“Eight subjects did not respond to this item.
Summary
Chapter Four discusses data collection and analysis 
procedures. The results of the t-test analysis of the 
research hypotheses are presented in the original form using 
specified countries and in a re-analysis form using current
index countries. An additional analysis uses individual 
cultural indexes in a regression analysis. The last section 
presents demographic data of the survey participants.
CHAPTER FIVE 
SUMMARY AND CONCLUSIONS
This chapter summarizes the study and links it to the 
expanding base of accounting literature concerned with the 
examination of culture as it relates to the topic of 
international accounting. A brief overview of the research 
is presented in the first section. The second section 
discusses the results and implications of the study.
Finally, limitations of the study and suggestions for future 
study are presented.
Overview of the Study
Research studies have investigated differences in 
accounting standards and practices and examined the extent 
to which those standards and practices are becoming 
harmonized. The literature consistently refers to culture 
as at least part of the reason for differences, for 
similarities, and as a potential barrier to successful 
harmonization.
This study investigates the relationship between 
culture and accountants' attitudes toward harmonization 
efforts. The cultural variables were developed by Hofstede 
(1980) and have been used by other researchers within an
1 0 2
103
accounting context (Birnberg and Snodgrass 1988, Soeters and 
Schreuder 1988, Karnes et al. 1989). The four Hofstede 
cultural dimensions are power distance (PDI), uncertainty 
avoidance (UAI), individualism (IDV), and masculinity (MAS).
Accountants working in overseas offices of Big Six 
accounting firms were surveyed to gather data concerning the 
cultural dimensions and attitudes toward general and 
specific harmonization features (specifically, the IASC 
Comparability Project— E32). T-tests were used to test the 
significance of differences between countries on four 
contrasting cultural variables.
Expectations and Results 
The results of the original analysis used 
predetermined countries based on the Hofstede research.
Using Hofstede's cultural dimensions, the following 
relationships were expected. First of all, high power 
distance (PDI) countries (i.e., those accepting of the 
presence of greater authoritarianism within the environment) 
were expected to be more accepting of IASC-prescribed 
harmonization. On the second cultural variable, high 
uncertainty avoidance (UAI) countries (i.e., those 
preferring structure to handle environmental uncertainty) 
were expected to prefer a clear set of international 
standards and be more accepting of the efforts of the IASC 
Comparability Project (i.e., E32).
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Low individualism (IDV) countries (i.e., those more 
concerned with what is considered best for the group rather 
than the individual) were expected to be more accepting of 
harmonization efforts which are group- or global-oriented by 
design. Those countries ranking low on masculinity (MAS) 
(i.e., those more concerned with helpfulness and 
interpersonal effects) were expected to be more accepting of 
international harmonization efforts.
These expectations were examined at the general level 
and on specific harmonization issues. Item 38, which was 
concerned with attitudes in general concerning 
harmonization, stated: "International accounting standards
should severely limit the allowed alternatives for 
accounting measurements. The Comparability project of the 
IASC (Exposure Draft 32) is a positive action." The results 
of the hypothesis testing indicates that only the UAI 
variable was significant, at the .01 level, for Item 38.
The next three Items (39-41) were concerned with 
specific issues in Exposure Draft 32,1 which covered LIFO, 
R&D, and Borrowing Costs. Item 39 stated: "Harmbnized
international standards should remove LIFO as an acceptable 
treatment for inventory valuation." Results of hypothesis 
testing of Item 39 indicated that only the masculinity
xAs discussed in Chapter Three, these three specific 
accounting treatments were proposals resulting in 
substantive change according to the Statement of Intent 
(IASC 1990).
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dimension (MAS) was significant, at the .01 level. There 
was a significant difference for Item 39 on the 
individualism dimension (IDV), but it was not in the 
expected direction.
Item 40 addressed the issue of research and 
development costs: "Harmonized international standards
should require research and development costs to be 
capitalized." Results of the hypothesis testing for Item 40 
indicated that only MAS was significant, at the .01 level.
Item 41 addressed the specific issue of borrowing 
costs: "Harmonized international standards should require
that borrowing costs no longer be expensed." Results of the 
hypothesis testing for Item 41 indicate insignificant 
results for all cultural variables.
Item 42 addressed the general harmonization issue in 
stronger terms and from a different perspective: "I think
all corporations should follow the same reporting 
standards." Results of the hypothesis testing indicated 
insignificant results for Item 42.2
A sensitivity analysis of the original expectations 
revealed similar, but somewhat stronger results. The 
original analysis indicated no significant differences for 
the power distance dimension (PDI). However, in the new 
analysis using currently calculated indexes, three of the 
five questionnaire Items indicated significant differences
2See the discussion of Item 42 in Chapter Four.
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(although one was not in the hypothesized direction) for the 
PDI variable. Since one of the PDI analysis countries 
contained a small sample size, this may be part of the 
reason for the insignificant results on the original 
analysis. The two analyses taken together indicate more 
reliable results may be obtained with larger sample sizes.
The results of the original analysis for the 
uncertainty avoidance cultural dimension indicated strong 
support concerning attitudes toward international 
harmonization in general (p < .001). The subsequent 
analysis, which used currently calculated indexes, found 
increased support for the predicted relationships. 
Significant differences were indicated for Item 38 (general 
harmonization), as well as Item 39 (LIFO) and Item 40 (R&D). 
The strong relationship indicated on the original analysis 
(p < .001) was present in spite of the fact that one of the 
countries had a small sample size.
Although the only significant difference obtained on 
the original analysis of the individualism (IDV) dimension 
was not in the hypothesized direction, significant 
differences were found on Item 39 (LIFO) and Item 40 R&D) in 
the subsequent analysis. This is an interesting result 
since the concept of individualism/collectivism as it 
relates to multi-cultural studies has received more 
attention than the other Hofstede dimensions. The results 
may reflect ethnocentric attitudes toward specific
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accounting treatments used in Items 39-41 rather than any 
general attitude toward the specific harmonization 
provisions of Exposure Draft 32.
On the original analysis of the hypotheses for the 
masculinity dimension (MAS), the only significant 
differences were indicated for Item 39 (LIFO) and Item 40 
(R&D). The new analysis showed only results in the 
direction not predicted. This result also brings up the 
possibility of ethnocentric beliefs related to the specific 
accounting topics.
Implications
A limited but increasing amount of research is 
targeting the tie between culture and accounting issues. As 
such, this study is an extension of these studies. Cultural 
dimensions used in other recent accounting studies were 
examined further to determine whether they showed the 
predicted link to attitudes toward international 
harmonization efforts. As discussed by numerous authors 
(i.e., McComb 1979, SyCip 1981, Holtzblatt and Fox 1983, 
Thomas 1983, Turner 1983, Choi and Mueller 1985, McKinnon 
1985, Alkafaji 1988, Rivera 1989) additional knowledge 
concerning attitudes and responses related to culture must 
be examined to help in determining the most effective and 
efficient way to accomplish international harmonization of 
standards and practices. This research found some support 
for the predicting link between cultural characteristics and
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attitudes toward harmonization. As such, it provides data 
to expand the base of cultural knowledge concerning 
accountants in the countries studied.
Furthermore, some of the results suggested the 
cultural variables may react opposite to the expected 
results. As such, these issues warrant further 
investigation.
The early accounting studies were directed toward 
exploring the basis for differences and similarities in 
accounting procedures and data. These studies faced the 
constraint of how to adequately define culture for 
examination. Hofstede's extensive work in extracting work- 
related cultural dimensions has provided a framework for 
recent cultural studies in accounting. The results of this 
research have provided limited support for Hofstede's 
cultural dimensions in studying culture within a specific 
area (i.e., accounting).
Limitations
One limitation concerns the countries used in the 
study. Due to the practical issues related to an 
international survey, only selected countries were used in 
the study. Therefore, any results may not be generalizable 
to countries other than those surveyed.
The low-sample size present on the original analyses 
for PDI and UAI is another limitation of the study. The 
increased significance obtained with the sensitivity
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analysis (i.e., that used only countries with a sample size 
of > 20) points to this limitation.
The concept of culture, paramount to the study, always 
presents definitional and operational problems. The 
cultural theory and the four cultural dimensions developed 
by Hofstede (1980) were used by the study. However, it 
should be noted that while these four dimensions are assumed 
to constitute a useful definition of national culture for 
this research, they do not necessarily constitute a total 
definition of culture.
This study used employees of Big Six accounting firms 
working in overseas offices as subjects. While the 
international nature of the topic should be better served by 
employees of firms active in international work, there might 
be different results if regional accounting firms in the 
target countries had been sampled. The absence of subjects 
from regional firms in this study is, of course, a practical 
limitation. An additional concern of using employees from 
U.S.-based Big Six firms' overseas offices is the 
possibility of U.S. cultural characteristics being part of 
the individual firm's selection and/or orientation processes 
(Soeters and Schreuder 1988). However, given the 
differences observed in the currently calculated indexes,3 
such a U.S. influence is not obvious.
3See Table 4.6 for the cultural indexes of the 
countries sampled.
1 1 0
Suggestions for Future Research
All of the recent accounting studies have found at 
least partial support have found at least partial support 
for the Hofstede cultural dimensions. This research also 
found some support for the usefulness of the cultural 
dimensions and points to several areas for future 
investigation. As noted earlier, the ethnocentric issue 
concerning current country-specific accounting standards 
should be examined. Although there is support for 
harmonization in general, there is also the practical (i.e., 
ethnocentric) issue of bringing diverse national standards 
and practices into an acceptable agreement that limits 
alternatives. An ethnocentric belief toward international 
harmonization can be defined from a practical standpoint as: 
"It is easy to conceptually agree with harmonization as long 
as it is accomplished by everyone else changing to my way." 
The ethnocentric issue can be at least partially studied 
through the examination of specific national standards.
The results of this study are based on responses of 
accounting personnel working in overseas offices of Big Six 
firms. Expansion of subjects to include accountants working 
in regional accounting firms would not only extend the focus 
of the present study but also facilitate studying the •
effects of national versus organizational culture (Soeters 
and Schreuder 1988).
Ill
Another direction that could be taken from this 
research could be longitudinal analysis. The examination of 
attitudes linked to cultural variables over some time period 
could pinpoint whether changes in attitudes toward 
harmonization efforts are related to changes in the cultural 
measures.
The mixed results indicated by this research point to 
a need to examine further the cultural indexes of Hofstede. 
The issue of research usefulness of the indexes can be at 
least partially addressed through additional respondents 
from the countries used in this research, as well as 
increasing the countries examined.
This research project is continuing and expanding. 
Other countries are being added and additional responses are 
being sought from those countries having low sample sizes on 
the original analysis. In addition, translations for two 
more language versions of the Values Survey Module are being 
attempted.
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APPENDIX 




Attached is a short questionnaire designed to assess 
individual accountant's values and attitudes— particularly 
concerning recent efforts of the International Accounting Standards Committee.
Responding to the questionnaire should take only a few 
minutes of your time. Confidentiality of all respondents 
will be maintained. Data will be accumulated on the basis 
of countries, with no identification of individuals or firms.
After completion, please insert the completed questionnaire 
into the enclosed envelope, seal it, date it on the front, 
and return it to the individual coordinating the project in 
your office. The envelopes will be returned intact and 
opened only by the researcher. Your confidentiality is 
assured, and your honest responses are needed.
Thank you for your participation in this project.
Sincerely,
(XUjuuuO
Aileen Smith Research Director
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VALUES SURVEY MODULE
Please think of an ideal job--disregarding your present job. In choosing an ideal job, how important 
would it be to you to (please circle one answer number in each line across): g
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1. Have sufficient time left for your personal or family life?
2. Have challenging tasks to do, for which you can get a
personal sense of accomplishment?
3. Have little tension and stress on the job?
4. Have good physical working conditions (good ventilation
and lighting, adeguate work space, etc.)?
5. Have a good working relationship with your direct superior?
6. Have security of employment?
7. Have considerable freedom to adopt your own approach?
8. Work with people who cooperate well with one another?
9. Be consulted by your direct superior in his/her decisions?
10. Make a real contribution to the success of your company 
or organization?
11. Have an opportunity for high earnings?
12. Serve your country?
13. Live in an area desirable to you and your family?
14. Have an opportunity for advancement to higher level jobs?
15. Have an element of variety and adventure in the job?
16. Work in a prestigious, successful company or organization?
17. Have an opportunity for helping other people?
18. Work in a well-defined job situation where the requirements are clear?
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
2 3 4 5
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The descriptions below apply to four different types of managers. First, please read through these 
descriptions:
Manager 1 - Usually makes his/her decisions promptly and communicates them to his/her
subordinates clearly and firmly. Expects them to carry out the decisions loyally 
and without raising difficulties.
Manager 2 - Usually makes his/her decisions promptly, but, before going ahead, tries to explain 
them fully to his/her subordinates. Gives them the reasons for the decisions and 
answers whatever questions they may have.
Manager 3 - Usually consults with his/her subordinates before he/she reaches his/her decisions.
Listens to their advice, considers it, and then announces his/her decision. He/she 
then expects all to work loyally to implement it whether or not it is in accordance 
with the advice they gave.
Manager 4 - Usually calls a meeting of his/her subordinates when there is an important decision 
to be made. Puts the problem before the group and invites discussion. Accepts the 
majority viewpoint as the decision.
19. Now, for the above types of manager, please mark the one which you would prefer to work under 









21. How often do you feel nervous or tense at work?




5. I never feel this way
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22. A company or organization's rules should not be broken--even when the
employee thinks it is in the organization's best interests. 1 2  3 4 5
23. Host people can be trusted. 1 2  3 4 5
24. Quite a few employees have an inherent dislike of work and will avoid
it if they can. 1 2  3 4 5
25. A large corporation is generally a more desirable place to work than a
small company. 1 2  3 4 5







Howlong do you think you will continue working for
1. two years at the most
2. from two to five years
3. more than five years (but I probably will leaveI retire)
4. until I retire
Are you:
1. male 2. female
Howold are you?
1. under 20 5. 35-39
2. 20-24 6. 40-49
3. 25-29 7. 50-59
4. 30-34 8. 60 or over
30. In how many different countries have you been educated? Please list.
31. If your work experience has been in a country(ies) other than your present one, please 
list the country(ies)._______________________________________
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32. What is your nationality?__________________________________
33. What was your nationality at birth (if different from your present nationality?
34. What is your primary work assignment area?
1. audit
2. tax3. management consulting
4. other _____________________________________________
35. Please list the professional certification you hold (certified public accountant, 
chartered accountant, etc.)__________________________________






5. more than 10
37. What is your position in the organization?
1. junior staff 4. partner
2. senior staff 5. principal
3. manager 6. other__________________
Please respond to items 38-42 by circling the number corresponding to your beliefs about harmonization 
efforts of the IASC—specifically, Exposure Draft 32, The Comparability Project. A summary of the 
proposals of E32 are included at the end of the survey.
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alternatives for accounting measurements. The Comparability Project 
of the IASC (Exposure Draft 32) is a positive action. 1 2  3 4 5
39. Harmonized international standards should remove LIFO as an acceptble
treatment for inventory valuation. 1 2  3 4 5
40. Harmonized international standards should require research and development
costs to be capitalized. 1 2 3 4 5
41. Harmonized international standards should require that borrowing costs no
longer be expensed. 1 2  3 4 5
42. I think all corporations should follow the same reporting standards. 1 2  3 4 5
127
E32-SUMHARY TABLE OF PROPOSALS FOR THE COMPARABILITY OF FINANCIAL STATEMENTS
ISSUES P R O P O S A L S
Required or Preferred Treatment Allowed Alternative Treataent Treatient Eliiinated
Assignnent of cost to inventories FIFO and Weighted Average Cost 
fonulas
Base Stock fonula 
LIFO fonula
Correction of fundanental errors i 
oiissions i adjustments resulting 
froi accounting policy changes
Adjust opening retained earnings 
Aiend coaparative information
Include in incote of the current 
period;
Present aiended pro fona 
coiparative intonation
Developient costs Recognise as assets when they leet 
specified criteria and as expenses 
vhen they do not leet criteria
Recognise developient costs that 
leet specific criteria as expenses
Recognition of revenue and net 
incoie on construction contracts
Percentage of coipletion aethod. 
Hen the conditions for profit 
recognition are not iet, recognise 
revenue to the extent of related 
costs
Coipleted contract lethod
Heasureient of property, plant and 
equipient
Heasure at cost Reasure at revalued aiounts
Reasureient of property, plant and 
egoipaent acquired in exchange for 
another asset
Pair value for dissiiilar assets 
acquired
Ret carrying aiount of asset given 
up for siiilar assets acquired
Ret carrying aiount of asset given 
up for dissiiilar assets acquired 
Fair value for siiilar assets 
acquired
Recognition of a revaluation in­
crease relating to a revaluation 
decrease previously charged to 
incoie
Recognise in incoie of the current 
period
Recognise in shareholders' 
interests
Recognition of finance inawe on 
finance leases by a lessor
let investnent lethod for finance 
leases other than leveraged leases 
Ret cash investment lethod for 
leveraged leases
Ret cash investient aethod for 
finance leases other than leveraged 
leases
Ret investient lethod for leveraged 
leases
Becognition of revenue on 
transactions involving the 
rendering of services
Percentage of coipletion letbod Gapletad contract lethod
Detenining the cost of retireient 
benefits
Accrued benefit valuation lethods Projected benefit valuation lethods
Use of projected salaries in 
detenining the cost of retireient 
benefits
Incorporate an assunption about 
projected salaries
Do not incorporate an assuaption 
about projected salaries
Recognition of past service cost, 
experience adjustients and the 
effects of changes in actuarial 
assuptions
Recognise systematically over a 
period approxiiating the average of 
the expected retaining working 
lives of participating eiployees
Recognise in incoie of the current 
period as they arise
Recognition of foreign exchange 
gains and losses on long-ten 
mnetarv iteas
Recognise in incoie of the current 
period unless hedged
Defer and recognise in incoie of 
current and future periods
Recognition of foreign exchange 
losses on the acquisition of an 
asset that result froi a severe 
devaluation against ohich there is 
no practical leans of hedging
Recognise in incoie of the current 
period
Recognise as part of the cost of 
the asset
Recognise as part of the cost of 
the asset
Exchange rate for use in 
translating incoie stataent iteis 
of foreiqn entities
Exchange rates at the dates of the 
transactions (or average rate)
Closing exchange rates
Treatient of differences on incoie 
stateient iteas translated at other 
than the closing rate
Recognise in shareholders' 
interests
Recognise in incoie of the current 
period
Subsidiaries operating in 
hyperinflationary econoiies
t.
Restate financial statenents in 
accordance with IAS financial 
Reporting in Hyperinflationary 
Econoiies, before translation




__________________ Rewired or Preferred Treatient moved Alternative Treatment______ Treatnent Eliiinated
Treatient of exchange differences 
on foreign operations integral to 
those of the parent
Recognise in incoie of the period 
unless hedged
Recognise as part of the cost of an 
asset vhen they result froi a 
severe devaluation against which 
there is no practical leans of 
hedgina
Defer and recognise in incoie of 
current ( future periods
Accounting of business coibinations Purchase Ktbod of acquisitions 
Pooling of interests sethod for 
unitinq of interest
Purchase lethod of uniting of 
interests
Treatient of positive goodwill Recognise as an asset and aiortise 
to inane on a systeiatic basis 
over its useful life. The aior- 
tisation period should not exceed 5 
years unless a longer period can be 
justified uhich should not, in any 
case, exceed 20 yrs
Adjust inediately to share­
holders' interests
Treatient of negative goodwill Allocate over individual non- 
lonetary assets. After such an 
allocation, if negative goodwill 
reaains, treat as deferred incoie A 
recognise on a systeiatic basis as 
for positive goodwill
Treat as defen ed incoie and 
recognise in incoie on a systeiatic 
basis as for positive goodwill
Adjust inediately to shareholders' 
interests
Reasureient of linority interest 
arisinu on a business anbination
Reasure at preacguisitioo carrying 
aiounts
Reasure at post-acquisition fair 
values
Borrowing costs Recognise as part of the cost of an 
asset if it tales a substantial 
period of tiie to get it ready to 
its intended use or sale; recognise 
as exsense in other circmstances
Recognise borrowing costs that leet 
criteria to capitalization of 
expenses
Reasureient of long-ten 
investients
Reasure at cost Reasure at revalued aiounts
Reasureient of Mrtetable equity 
securities held as long-ten 
investients
Reasure at cost recognising 
declines in value that are other 
than taparary on an individual 
investients basis
Reasure at revalued aiounts Reasure at the lover of cost and 
zariet value on a portfolio basis
Reasureient of investient 
properties
Reasure at cost with depreciation Reasure at revalued aiounts Reasure at cost without 
depreciation
Reasureient of current investments Reasure at lartet value Reasure at the lower of cost and 
nrtet value on an individual 
investient basis
Reasure at the lower of cost and 
lartet value on a portfolio basis
Recognition of increases E l  Recognise is incoie of the current Recognise in revaluation surplus
decreases in larket values of period
current Investments
Recognition of a realized gain Transfer to retained earnings
previously recognised in
revaluation surplus
Recognise in incoie of the current 
period
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